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GIRL: Shucks, there’s no magic about that. Anyone can use one sheet of this 


cachem paper wy to OO Sienes! Complete line of carbon papers 
MAGICIAN: But don’t the copies get blurred, and hard to read? PERE ARE MANY different carbon 
I papers in the Roytype* line, made by 


GIRL: Not at all! You see, ’'m using Roytype’s Park Avenue carbon paper, made 


T : , the Royal Typewriter Company. One of 
by the Royal P'ypew riter Company. And one sheet of Park Avenue satan Soe ae sewn my ange 
used up to GO times, cleanly and clearly! This test copy proves it... 


may be another . . . will exactly fit your 
needs, depending on the particular type 
of work done in your office. Your local 
Royal Typewriter Representative will 
gladly show you the whole price range of 
Roytype carbon papers and help you 
choose the weight, finish, and quality 
best suited to your requirements. 
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ROYTYPE 


Laboratory test No. 36351-NY, issued March 19, 1943 Carbon Papers and Ribbons 
MAGICIAN: J still thin/: it’s magic! This looks almost like it was made from a fresh sheet made by the 


of carbon paper! How do they do it? R OYA s 


GIRL: The Royal salesman told me it’s because Park Avenue is “deep-inked” by 
a special process that soaks the ink right down into the paper. And then, TYPEWRITER COMPANY 


Park Avenue has an extension edge that lets you reverse the sheet, top to 














bottom, so all areas of the paper can be used. 


MAGICIAN: J see. No tricl at all... just common sense! No wonder you can get so many *Trade-Mark Registered U. S. Pat. Off., 
more cop s from each sheet of Park Avenue! Copyright 1943, Royal Typewriter Company, Inc. 
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Deliveries subject to 
“essential use’ priorities 








The Art of Caleulating 
as advanced by Narchant 


Electric Clearance of dials in the 
movable carriage ofa calculator 
was introduced by Marchant 
over 17 years ago. 








.... Before MARCHANT introduced 
ELECTRIC: CLEARANCE 
it was necessary to clear figures from 
dials by use of a hand-crank or lever. 


Marchant Electric Clearance makes 
this frequent as well as difficult task 
instant, easy and positive. 


Any orall Marchant carriage dials are 
automatically cleared bya feather 
touch upon conveniently grouped 
keys...with carriage in any position. 


Electric Clearance is one of 20 Points 
of Superiority by which Marchant. 
brings speed, accuracy and good 
nature to all calculator work. 


ImaRcHant) 





| SILENT SPEED FLECTAIL 
CALCULATORS 


THIRTY-FOURTH YEAR | 








Marchant Calculating Machine Company 
Home Office: Oakland 8, California, U.S. A. 


SALES AGENCIES AND MANUFACTURER’S 
SERVICE STATIONS GIVE SERVICE EVERYWHERE 
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It is a CONDITION which confronts us—not a THEORY. 


—Grover Cleveland 


L.dttortal Comment 


Facts, Facts, Facts 
3 ees thought expressed in the line of type at the top 
of this page might well be adopted as a slogan, by 
controllers, for it is facts that a controller constantly is 
seeking, facts which will disclose conditions accurately 
and completely. Every tool that he uses—accounting, 
auditing, budgeting, and others—is applied to the un- 
earthing of the truth about the business with which he 
is connected. He must know, and pass along to his 
management, the exact condition with which the busi- 
ness is confronted at any moment. He must have ma- 
chinery set up to disclose trends, so that he may reason- 
ably forecast the conditions with which the business 
may be confronted next month, next quarter, or a year 
hence. 

It is his responsibility to set up the procedures for 
recording and auditing transactions. Naturally he can 
not individually check every transaction—every receipt, 
every disbursement—so he must have assistants in 
whom he has the utmost confidence, whose loyalty to 
him is unquestioned, who must report to him the re- 
sults of their audits and examinations of the multitude 
of items which make up the modern business. Other- 
wise he could not discharge satisfactorily his responsi- 
bility for conserving the assets of the business. Other- 
wise he could not be sure of the facts and figures which 
show him from day to day the state of the business. 
Otherwise he could not organize the keeping of ac- 
counts and the auditing program, in such fashion that 
he, and in turn management, may be kept constantly in- 
formed as to the standing and progress of the enter- 
prise. 

Facts are the controller's stock in trade. Without 
them he would be lost. His internal auditors give him 
the assurance which he needs, that the reports made to 
him are true and complete. 

In these days of fast moving events, of new develop- 
ments in governmental controls, the controller must 
have a starting point from which to project future pic- 
tures. His knowledge of economics, of competition, of 
probable problems which must be met, of the thou- 
sands of factors which have or may in the future affect 
the business, constitutes another piece of equipment 
which is indispensable. But it all comes back to facts— 
the true condition—with which he and management 
must deal. Mr. Cleveland’s observation was sound. 


Contract Termination Problems 


oe is to a large extent a contract termination issue. 
Thousands of employees and the government serv- 
ices, to say nothing of shareholders and managements, 
have had a taste, during the past month, of what ter- 
minations of war contracts mean to all concerned. The 
public generally, and the government, think of these 
matters, rightly, in terms of jobs for those whose work 
has ceased because of terminations of contracts; man- 
agement, and controllers, think also of the economic 
problems involved, and have too the task of ‘clearing 
up the financial aftermath and trying to preserve some 
equity—no small job. Those seem to be among the 
most pressing problems to be handled in the immediate 
future. 


Controllers Should Take Vacations 


UNE should see a bit of easing up for controllers, 
[ec normal conditions; and even in such a tur- 
moil as the war entails it might be possible for some 
hard worked controllers to relax a bit. Governmental 
controls have become something of an old story, and 
the tax returns and other complexities, depending on 
when a company’s business year closes, might be a bit 
less pressing at this time than they were earlier in the 
calendar year. 

The thought toward which we are easing our way as 
unobtrusively as possible is that controllers should be 
thinking of vacations. All other types of workers do, 
and failure to get away from the heavy mental strain, 
for at least a couple of weeks, may be an expensive 
matter for the controller’s company. Management 
should see to it that the controller does have a respite 
from his arduous labors. Too many men in this field 
have literally worked themselves to death. Loyalty, 
and sincere devotion to his work, impel many a con- 
troller to stay at this desk when common sense dictates 
a vacation. 


Story of Real Accomplishment 

Lesage is a story of real accomplishment in the 
first annual report of the Advisory Committee on 

Government Questionnaires, which made its appeat- 


ance recently. More concerning this later. 
A.R. T. 
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PENSION PLANS AND RETIREMENT TRUSTS 
By E. N. McDermott, Attorney, of McDermott, Will 
and Emery, Chicago 


_ ACTION NOW IN ANTICIPATION OF POSTWAR 

INVENTORY CONTROL PROBLEMS 

_ By C. B. Nickerson, Associate Professor of Accounting 

Harvard University Graduate School of Business 
Administration 


TAXATION AFTER THE WAR 


By Harley L. Lutz, Consultant, Tax Foundation, and 
Professor of Public Finance, Princeton University 


BUDGETING OF POSTWAR RESERVES 
By E. S. Freeman, Company Auditor 
Dennison Manufacturing Company, Framingham, 
Massachusetts 


POSTWAR RESERVES AND FEDERAL TAX 
POLICIES 


By J. Keith Butters, Assistant Professor of Financial 
Research, Harvard University Graduate School 
of Business Administration 


PREPARATION FOR RETURN TO PEACETIME 
OPERATIONS: THE PROBLEM IN PERSPECTIVE 
By Harold C. Stott, Sun Oil Company, Philadelphia 


REALISM IN POSTWAR PLANNING 
By Mason Smith, Partner of McKinsey, 
Kearney & Company, Chicago 


POSTWAR EMPLOYMENT PROBLEMS 
By Frank W. Rising, General Manager 
Automotive and Aviation Parts Manufacturers, Inc., 
Detroit 








Excellent Feature Articles Are Scheduled for 


Future Issues of “The Controller” 


| Paper restrictions, limiting the number of pages which “The Controller” can carry, have made it neces- 
_ sary to withhold publication of a number of important papers. They will be scheduled for publication, as 


_ rapidly as space permits, in early issues of “The Controller.” Among these papers are the following: 


CONTROLLER’S POSITION IN THE POSTWAR 
WORLD 
By Benjamin B. Bromberg, Assistant Controller 
Levy Brothers Dry Goods Company, Houston, Texas 


BUSINESS AND GOVERNMENT COOPERATION 
FOR POSTWAR PROSPERITY 


By Dr. Nathaniel R. Whitney, Economist 
The Proctor & Gamble Company, Cincinnati 


BUSINESS PLANNING AS INFLUENCED 
BY THE WAR 


By Wesley McAfee, President 
Union Electric Company of Missouri, St. Louis 


AFTER THE WAR—WHAT? 
By Stuart Chase, Economist 


FINANCIAL ASPECTS OF FUTURE WORLD 
TRADE 


By Alexander N. Gentes, Vice President 
Guaranty Trust Company, New York 


THE FULL EMPLOYMENT STANDARD 
By J. Philip Wernette, Associate Professor of Business 
Economics, Harvard University 


WAR AND POSTWAR DEPRECIATION 
PROBLEMS 


By A. B. Hossack, Executive Vice President 
The American Appraisal Company, New York 


THE CASE FOR INCENTIVE TAXATION 
By Harry B. Gutman, C.P.A., New York 


ROLE OF JOB EVALUATION IN WAGE AND 
SALARY STABILIZATION 
By John L. Burns, Partner of Booz, Allen 
& Hamilton, Chicago 


AIR TRANSPORTATION IN THE POSTWAR ECONOMY 


By J. Judson Taylor, Assistant Secretary-Treasurer, Western Air Lines, Inc., Los Angeles 

















Practical Aspects of Termination 


In the early days of the war, it was a 
common impression that industry would 
not be required to face the problems of 
termination until hostilities were at an 
end. It was, therefore, something of a 
shock when industry began to feel the 
impact of cancellations of war contracts 
at a time when the war effort was just 
getting under way. Up to date there have 
been more than 15,000 war contracts 
cancelled by the Army. The question nat- 
urally arises as to why there should be 
so many cancellations. The reasons, gen- 
erally speaking, are as follows: 

First, Industry was able to provide the 
initial equipment for the armed forces much 
sooner than was expected. While current 
expenditures for war purposes are still enor- 
mous, they are in large part for replacements 
of war equipment and for expendable war 
products. 

Second, The requirements of the armed 
forces change with the shifting importance 
of battle zones, and war products which 
were vital for one theatre of war are not 
nearly so essential in another. 

Third, The design and effectiveness of in- 
struments of war are constantly being im- 
proved. Any technical improvement which 
gives us an advantage over the enemy must 
be introduced quickly in the interests of war, 
even if it causes considerable inconvenience 
and temporary disruption of industrial pro- 
duction, 


The subject of terminations is a broad 
one; no one can be expected to be fully 
informed on it and what I have to say 
is based very largely on actual experiences 
of the International Harvester Comp7ny 
in contract terminations. 

The first large war contract termination 
affecting the Harvester Company was for 
the M-7 Tank. In December 1941, the 
War Department asked us to take on the 
manufacture of a new type tank under 
contracts aggregating $217,000,000. The 
government purchased an existing plant 
at Bettendorf, Iowa, in which we made 
alterations, additions, and rehabilitations 
to prepare it for tank production. Along 
about March 1943 when the tanks were 
beginning to roll off the assembly line, 
the U. S. Armored Force decided that 
tank production in the United States was 
greater than the Army’s requirements. In- 
asmuch as this tank was the most recent 
addition to the line and was not required 
by military strategy to supplement other 
U. S. tanks already in production and use, 
the government decided to cancel this 
contract. 

Immediately upon receipt of notice 
from the government, the company wired 
every sub-contractor, later confirmed by 
letter, that production was to stop and 
deliveries held up, and they in turn were 
asked to notify their suppliers accordingly. 


By C. E. Jarchow 


The cancellation affected the Bettendorf 
tank plant, as well as eleven other plants 
of the company which were making parts 
and sub-assemblies for the tank plant. It 
also affected 437 sub-contractors and 
many other firms making parts or assem- 
blies for the sub-contractors. 

This was the first cancellation of a 
large war contract made by the Army; 
there was no standardized procedure and, 
in a sense, we were something of a 
“guinea pig.’ Our first step was to set 
up a full-time organization at the tank 
plant, working in close harmony with 
representatives of the Chicago Ordnance 
District, to settle the many questions of 
procedure. Representatives of the com- 
pany, the Chicago Ordnance District and 
the Ordnance Department at Washington 
drew up letters of instruction, inventory 
schedules, and forms for the preparation 
of costs incurred as a result of the can- 
cellation. 

The instructions had to do with two 
main phases: (First), the taking of in- 
ventories and obtaining offers or recom- 
mendations for disposal of the inven- 
tories; and (second), the preparation of 
cancellation costs. These instructions were 
sent to the various plants affected by the 
cancellation and to the sub-contractors. 
The government indicated that it was not 
interested in the materials on hand (with 
few exceptions) and, therefore, it was 
necessary to obtain offers from suppliers 
and manufacturers so that the various 
items in the inventory might be disposed 
of. Much of this was a slow process. 

Practically all of our sub-contractors, 
as well as ourselves, had had no experi- 
ence with termination of war contracts. 
As we ran into difficulties, further con- 
ferences were necessary with the Ord- 
nance Department with a view of improv- 
ing the procedure and speeding up the 
settlements. The experience gained by the 
cooperative efforts of the Ordnance De- 
partment and the company in dealing 
with all the elements encountered in the 
tank termination helped to develop nu- 
merous policies and procedures which are 
now being used in other terminations. 


PRESENT ORGANIZATION FOR HANDLING 
War CONTRACT TERMINATIONS 


Some time after the tank contract was 
cancelled, it was evident that other ter- 
minations, both partial and complete, 
would be received and that supervision 
by a central office organization would be 
required. 

Accordingly, an organization was set 
up as follows: (First) an advisory and 
coordinating committee; (second) a war 
contract termination department at the 
general office; and (third) a war contract 
termination organization at each of the 
plants. 

The advisory and coordinating commit- 
tee is headed by one of the vice-presi- 
dents of the company and includes repre- 
sentatives of the accounting and manv- 
facturing departments. Its function is to 
coordinate the termination work, to de- 
fine general policies, to make decisions 
on special problems, and to review prog- 
ress on the various terminations. 

The second group, the war contract 
termination department, is made up of 
representatives of the accounting, manu- 
facturing, storekeeping, and legal depart- 
ments. It issues instructions and follows 
the progress of the work at each of the 
manufacturing plants and by sub-con- 
tractors. 

The third group, the war contract ter- 
mination organization at each of the 
plants, is made up of representatives of 
the storekeeping, accounting, production, 
and mechanical engineering departments. 
This group handles all termination work 
at the plant, including the segregation 
and taking of a physical inventory, prep- 
aration of schedules, obtaining offers for 
disposal of materials, accumulation of 
cancellation charges, etc. 


TERMINATION PROCEDURE 


Our termination procedure is as fol- 
lows: 

When a notice is received from the 
government of a partial or complete ter- 
mination, the plant organization imme- 











NEITHER SHORT NOR EASY 


That contract termination is not an A-B-C matter is effectively 
illustrated by Mr. Jarchow in this paper which he presented at the 
Seventh Midwestern Controllers’ Conference in St. Louis on May 2, 
1944. As vice president and controller of International Harvester 
Company, Chicago, Mr. Jarchow speaks from the vantage point of 
one whose firm received the first large Army contract cancellation. 


—THE EDITOR 
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diately stops all work at the piant and 
wires all suppliers affected to do likewise. 
This is later confirmed by a letter to 
each supplier, with which two forms are 
enclosed. If the termination will not re- 
sult in cancellation charges against the 
Harvester Company by the supplier, he 
returns one of these forms releasing the 
company from any liability arising out of 
that termination. 

If, however, the cancellation has re- 
sulted in stoppage of work already under 
way, of in an accumulation of inven- 
tories which must be disposed of, or in 
any other costs, the supplier returns the 
other form requesting our general office 
to send him instructions and schedules so 
that he may complete all work incidental 
to the termination. He then receives a set 
of standard instructions together with 
schedules for reporting inventories and 
cancellation costs. 

The instructions set out the various 
steps necessary, including the taking of 
an inventory, obtaining offers and making 
complete disposition of every item; also, 
the method of summarizing cancellation 
charges, the accumulation of claims of 
sub-contractors, the use of public ac- 
countants, etc. Generally speaking, there 
are eight separate inventory schedules to 
be submitted, covering raw materials, 
standard parts, semi-finished parts or as- 
semblies, tools, dies, jigs, and the like. 
Sample inventory schedules fully filled 
out are sent with the instructions which 
serve as a guide. 

In the case of terminations of machine 
tool contracts, a special letter is sent to 
the supplier asking him to stop work and 
enclosing the two forms—one a request 
for instructions, the other a release. If 
the sub-contractor indicates that a claim 
will be forthcoming because of the can- 
cellation, he is asked to prepare a sched- 
ule showing the stage of completion of 
the machine tool which has been can- 
celled and the amount of the claim. This 
is then presented to the government to 
ascertain whether or not the machine tool 
should be completed, or the order can- 
celled and a claim accepted. 


REPORTING INVENTORIES 


_ The reporting of inventories is done 
in considerable detail. Inventory sched- 
ules are prepared in three stages, the first 
when the physical inventory has been 
taken ; the second when offers have been 
received ; and the third when all materials 
have been disposed of. As soon as a phys- 
cal inventory has been taken, 22 copies 
of each inventory schedule are prepared 
showing complete detail with respect to 
the kind of material, specifications, name 
of purchaser, quantities on hand, and in- 
Voice cost. Eleven copies of each sched- 
ule are immediately sent to the Ordnance 
Department to be distributed to the vari- 
ous ordnance outlets with a view of ex- 
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pediting disposition of materials. When 
offers have been obtained on all items in 
the inventory, the prices offered and the 
explanation of the offers are inserted on 
all of the copies on hand and three of 
these are sent to the Ordnance Depart- 
ment. When all of the offers in the sched- 
ule have been approved and when the 
materials have been entirely disposed of, 
the proceeds realized are entered on the 
remaining copies of the inventory sched- 
ules and two of these are sent to the 
Ordnance Department. In each of these 
three stages, one copy is sent to the Har- 
vester general office war contract termina- 
tion department and one copy retained by 
the supplier, or by the Harvester plant. 


DISPOSITION OF INVENTORIES AT 
COMPANY PLANTS 


With regard to the disposition of in- 
ventories at our own plants, our manual 
of instructions emphasizes three essen- 
tials: (First) that the materials involved 
in a termination must be segregated and 
moved to another location and a careful 
physical inventory taken. (Any inventory 
which is to be retained by the plant at 
its full cost and which consequently will 
not become a part of the cancellation 
charges will, of course, not be segregated 
or included in the inventory schedules.) 
(Second) that the inventory schedules 
must be accurately prepared, setting out 
the various items in complete detail so 
that they may be readily identified; items 
of a like character must be grouped to- 
gether. (Third) that offers must be ob- 
tained for the disposal of all materials, 
and such. In making such disposition, we 
first canvass our own plants to see whether 
or not any of the items can be used there; 
we then canvass suppliers from whom the 
goods were purchased, as well as manu- 
facturers and other firms who might pos- 
sibly be interested. As soon as a reason- 
able offer is received, it is immediately 
referred to the Ordnance Department for 
approval. If approval is given, the item 
is disposed of and an entry is made on 
the inventory schedule indicating the dis- 
posal proceeds. 

We suggest to our suppliers that they 
follow the same general procedure. We 
emphasize that the only hope for a rea- 
sonably speedy settlement of a termina- 
tion claim is by immediately taking an 
accurate physical inventory, filing inven- 
tory schedules on forms provided by the 
Government, securing offers without de- 
lay for the disposal of these inventories, 
and then making the physical disposition. 
This procedure will still be essential even 
under programs now proposed by Con- 
gress, inasmuch as no funds can be forth- 
coming for cancellation charges until this 
phase of the work has been properly done. 

Cancellation costs are accumulated in 
one of two ways—the “inventory’’ basis 
and the ‘total cost’’ basis. 
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Under the “inventory” basis, the total 
claim is made up of the following: Costs 
incurred on materials, work in process, 
and so forth, as shown by inventory 
schedules, expenses incurred after termi- 
nation of the contract, administrative 
costs, approved paid claims of sub-con- 
tractors, and allowance for profit. From 
the total of these are deducted the 
amounts recovered from the disposition 
of inventories. 

Under the ‘“‘total cost’’ basis, which is 
generally used where the contract is ter- 
minated in its early stages, the claim is 
made up of the following: Materials, 
direct labor, indirect factory costs, engi- 
neering expenses, tools, dies, administra- 
tive expenses, costs incurred after termi- 
nation of the contract, and allowance for 
profit. From the total of these are de- 
ducted payments received for completed 
units delivered and amounts recovered 
from the disposition of inventories. 

The amount of profit allowed the prime 
contractor or sub-contractor is usually a 
matter of negotiation. With respect to 
sub-contractors, our experience has been 
that in almost no instance is a profit of 
more than 10 per cent. approved by the 
government. There seems to be a trend 
lately toward allowing only a nominal 
profit on inventories not processed and a 
higher profit on inventories in process 
and on other costs and expenses. 

When the claim papers are received 
from sub-contractors,- they are reviewed 
by our war contract termination depart- 
ment. In some cases, the claims contain 
sufficient supporting data so that they 
can be quickly approved. In other cases, 
it is necessary to request the sub-con- 
tractor to submit additional data so that 
more information may be obtained as to 
the basis for his claim. Where the claim 
involves a substantial amount of money, 
we might find it desirable to send field 
representatives to the sub-contractor to 
make a review of the larger items in- 
cluded in his claim, to inquire into the 
system of internal control, to ascertain 
the basis for distribution of costs, and 
other like matters. 


PAYMENTS TO SUB-CONTRACTORS 


It has been our policy to make ad- 
vances to a supplier whenever requested, 
but necessarily, we cannot pi ad- 
vances until we know approximately what 
his cancellation claim will be. The pro- 
cedure unfortunately is slow, as we can- 
not ordinarily obtain approval from the 
Ordnance Department to make advances 
to sub-contractors, excepting where the 
amount of the claim has been reasonably 
well established. 

When the claims of sub-contractors 
have been examined and approved by the 
general office war contract termination de- 
partment, they are referred to the Ord- 
nance Department and after its approval, 
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are promptly paid. We make all such 
payments through a separate bank ac- 
count to facilitate future audit. 

It is extremely important that complete 
files be kept on every termination. The 
Murray-George Senate Bill provides that 
files must be maintained for five years 
after the cessation of hostilities. Our files 
on each termination contain all corre- 
spondence and memoranda regarding each 
claim, copies of inventory and other sup- 
porting schedules, copy of the statement 
of cancellation costs together with ex- 
hibits attached, and such. 


PROGRESS IN COMPLETING TERMINA- 
TION CLAIMS 


Having described the procedures we 
follow, the question naturally arises as to 
what progress we have made in complet- 
ing termination claims. I shall have to 
admit that our progress to date has been 
slow. Some of the delay has been due to 
the inexperience of our own men. Some 
of it has been due to difficulty in getting 
the Ordnance Department to make de- 
cisions with regard to disposal of ma- 
terials. There is no doubt that if we were 
faced with a similar cancellation today, 
we would make much quicker progress 
because we are more familiar with the en- 
tire procedure, we have a better organi- 
zation to handle all of the details, and 
we are able to obtain decisions more 
promptly from the Ordnance Depart- 
ment. 

However, it must be recognized that it 
is still a relatively slow process and that 
much careful and meticulous work must 
be done on each termination before set- 
tlement can. be completed. Generally 
speaking, even under the most favorable 
circumstances, the completion of all the 
work and final settlement of a termina- 
tion cannot be accomplished in much less 
than 90 days. As for larger contracts in- 
volving many suppliers, cancellation pro- 
cedures and final settlement may require 
six months or more. 


EFFECT ON EMPLOYMENT 


The impact of terminations on em- 
ployment has not been as serious in the 
case of the Harvester Company as it prob- 
ably has been with companies that have 
been completely converted to war work. 
At the outset of the war, it was recog- 
nized that many of our regular products 
were essential to the war economy—par- 
ticularly because of their importance in 
world food production. Therefore, we 
could not completely convert to war work, 
but had to be prepared to manufacture 
most of our regular products on a te- 
duced scale, requiring the same facilities 
necessary for full production, and in ad- 
dition be prepared to manufacture war 
products. While this has made the prob- 
lems of war production more difficult, it 
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has enabled the Harvester Company thus 
far to transfer most employees affected 
by war terminations to the production of 
regular civilian products. 

The problem of finding employment 
for workers displayed by terminations is 
a most serious one and our relatively 
good experience to date can hardly be 
expected to continue as terminations be- 
come more general throughout the coun- 
try. The problem will be particularly diffi- 
cult for companies which have been 
completely converted to war work and 
which cannot shift to other production 
except by reconversion. 

Unless employees of such companies 
can be absorbed elsewhere, there will be 
an interim period of unemployment and 
loss in production and earning power. 
Furthermore, until a manufacturer’s plant 
is clear of materials, work in process and 
government-owned machinery, and until 
his claim for cancellation costs is paid, 
either in full or in large part, he will be 
unable to take on other war business, or 
return to civilian production. 

Mr. C. E. Wilson, President of General 
Motors, made the statement before the 
Truman Committee that if the govern- 
ment placed no restrictions on the prompt 
disposal and removal of inventories and 
machine tools, General Motors would be 
able to produce some cars within three 
months after termination of war work 
and would be operating at a pretty fair 
rate of production within six months. 


CURRENT TREND IN TERMINATION 
PROCEDURES 


Recent important developments indi- 
cate that termination procedures are now 
in a state of transition. The first of these 
developments was the formation last No- 
vember of the Joint Contract Termination 
Board under the chairmanship of John 
M. Hancock, who was in charge of the 
Navy’s buying program during the last 
war. This board is composed of repre- 
sentatives of the six major procurement 
agencies—Army, Navy, Maritime Com- 
mission, Treasury Department, Recon- 
struction Finance Corporation, and For- 
eign Economic Administration. It out- 
lines broad policies and is attempting to 
bring about uniformity in termination 
procedures among the various procure- 
ment agencies. It operates through sub- 
committees, which have been concerned 
with such problems as: Uniform contract 
clause for terminations, uniform cost 
statements, methods of making over-all 
settlements, procedures for disposal of 
materials, re-conversion of plants, appeals, 
etc. 

The Joint Contract Termination Board, 
in conjunction with the War Department, 
is now preparing a booklet which will 
soon be available for distribution, en- 
titled ‘Contractor's Guide to Termina- 
tion Procedure.’’ This booklet is not in- 


tended to replace termination regulations, 
but to give the contractor a handy guide 
to the regulations and to advise him how 
to proceed when he is faced with termi- 
nation problems. Closely correlated with 
the work of this Committee is the recent 
Baruch-Hancock report setting out cer- 
tain recommendations with regard to ter- 
mination of war contracts and re-conver- 
sion of industry. 

A second development has been the 
intensive study of this subject recently 
made by the Senate Committee on post- 
war economic policy and planning under 
the chairmanship of Senator George and 
by a Military Affairs sub-committee under 
Senator Murray. These two committees 
have worked closely together. As a result 
of their recommendations, a joint bill 
has been introduced covering the whole 
subject of contract termination known 
as the “Murray-George Bill.” 

A third development is the study made 
by the Truman Committee of the Senate 
on the entire subject of war production 
at the present time and the economic ad- 
justments which must be made in the near 
future. The report of this Committee has 
recently been released. Its conclusions in 
many respects are similar to those in the 
Baruch-Hancock and Murray-George re- 
ports. 

A fourth development is the Navy De- 
partment’s bill recently introduced by 
Chairman Vinson, which authorizes the 
Navy Department to make prompt and 
final settlements of claims on termination 
of its contracts. 

All four of these developments have 
the same general objectives. These are: 
Continuing maximum war production as 
long as required ; facilitating reconversion 
from war to civilian production; insuring 
speedy settlement of claims under termi- 
nated contracts; providing for interim 
financing; attaining uniformity in basic 
policies and administration among the 
government agencies; and so forth. To 
attain these objectives, a supervisory and 
policy-making board is to be established 
along the lines of the Joint Contract 
Termination Board. 

Some of the specific provisions recom- 
mended are: 


(1) The prompt removal of all materials 
and such from the plant of a war contractor 
affected by a cancellation. The Baruch-Han- 
cock recommendation is that the Government 
remove its machines and materials out of plants 
within sixtv days after an inventory schedule 
has been filed with the proper government 
authorities; under the Murray-George Bill, 
this is limited to thirty days. If the govern- 
ment fails to remove the property, the con- 
tractor may do so at the risk and expense of 
the government. 

(2) When settlement has been made by 
negotiation, it shall be final and not re-opened 
unless fraud is suspected. The general account- 
ing office may examine all records of a pro- 
curement agency for the purpose of determin- 
ing whether payments were made in accord- 
ance with settlement and whether there was 
any reason to believe that settlement was 1n- 
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duced by fraud. Disbursing officers of the 
government as well as prime contractors are 
relieved of liability for payments made in 
good faith which are later found to be too 
large. ; Fade i 

(3) Provision is made for interim financ- 
ing of at least 90 per cent. of the amount of 
the termination claim within 30 days after ap- 
plication therefor. This, however, is contingent 
upon the applicant having filed detailed esti- 
mates in such form as the director may pre- 
scribe showing estimated amounts due. 

A system of “T” loans will probably be 
inaugurated to provide funds to companies 
whose working capital is temporarily tied up 
as a result of termination. 

(4) Interest at 3 per cent. per annum is to 
be paid by the Government on unpaid bal- 
ances due on terminated claims beginning 60 
days after the filing of such claim. If a con- 
tractor has overstated his claim and thereby 
secures excess interim financing, he is subject 
to a penalty of 12 per cent. per annum until 
the excess is repaid. 

(5) Provision is made whereby over-all set- 
tlements might be made with a company. 
This would obviate the necessity of a com- 
pany filing individual claims for each contract 
where it is involved in many terminations, both 
as a prime and sub-contractor. 

(6) To promote speedy reconversion, ad- 
vance planning by military and civilian agen- 
cies is recommended, Procurement agencies 
ate asked to give as much notice as possible 
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of impending cancellations so as to permit 
contractors to complete work in process wher- 
ever this will result in a saving to the gov- 
ernment. An advance listing of the civilian 
needs which should have preference is recom- 
mended. Industries should be permitted to re- 
tool for peace-time work whenever this does 
not interfere with the war effort. The Senate 
Truman report points out that the war effort 
is not being helped by making people idle. 
If: there is no war work, they should be per- 
mitted to get into civilian work. It also points 
out that one of the ways to help curb inflation 
is to permit civilian production when war 
production is not available and when it will 
not interfere with the war effort. The more 
civilian goods, the less occasion there will be 
for skyrocketing of prices. 

(7) If a contractor is dissatisfied with a 
settlement, provision is made for appeal. 


In closing, I should like to make the 
following recommendations: 

Any company which may be faced with 
terminations should take the following 
steps: 

(1) Appoint a termination organization com- 
petent to deal with all phases of ter- 
mination procedures; 

(2) Be particularly careful in the taking of 
physical inventories, recording them in 
ample detail on government schedules, 
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and making aggressive efforts to dis- 
pose of these inventories at the best pos- 
sible prices; 

(3) Prepare claims for cancellation charges 
on the basis of recognized accounting 
principles. 


The most important phase of contract 
termination and the most difficult is the 
disposal of surplus materials. The gov- 
ernment does not want these materials, 
excepting in rare instances, and it is, 
therefore, necessary that they be disposed 
of to suppliers and manufacturers. When 
war contract terminations become wide- 
spread, there may be considerable diffi- 
culty in finding a market for materials. 
The government might object to the dis- 
position of materials at sacrifice prices or 
at scrap values, knowing that under nor- 
mal conditions, they would command 
much higher prices. The most practical 
solution, in my opinion, is for the gov- 
ernment to take possession of these in- 
ventories, allowing the contractor full 
value, and then release these materials 
when they can be absorbed in an orderly 
manner. 


A Contracting Officer Views 
Contract Terminations 


By Lieutenant-Colonel Richard W. Coward 


I wish to emphasize just a few points 
that we have learned in the St. Louis 
Ordnance District from our own experi- 
ence in settling about 275 terminations 
upon which we have paid out over 5 mil- 
lion dollars, leaving us with about 85 
cases to be settled of which 13 are over 
6 months old. We, of ordnance, expected 
this to be a year of great confusion on 
the production front and we have not 
been disappointed. The demands of the 
battle front change rapidly, resulting in 
items being cancelled today and on the 
critical list tomorrow. Our contractors 
think we are crazy but we are not—we 
are just dizzy. 

In spite of all the terminations our pro- 
duction for the last quarter of 1943 was 
38 per cent. greater than for the first 
quarter and please forgive me for adding 
that we did it with a reduction in District 
Personnel of 35 per cent. 

We regard today’s terminations as a 
blessing for they give all concerned prac- 
tice that will prove invaluable when we 
are faced with the terrific task that will 
come with the end of the war. I think the 
best comparison, and one which you have 
probably heard, is to liken it to a theatre 
fire in which all the customers on their 
Way Out stop at the box office to get their 
money back. We procurement agencies in 


the box office realize we are in a very 
hot spot but it makes it lots worse when 
the customers haven’t kept their stubs! 
And that gentlemen is the principal point 
I wish to emphasize and it is one in 
which you can and should be of the ut- 
most service. If al] contractors will start 
today keeping adequate records so they 
can file a reasonable claim within a rea- 
sonable time it may mean the difference 
between a swift, orderly, return to a 
peacetime economy and economic chaos. 


THREE FACTORS 


I may be inclined to over-simplify the 
problem but as I see it there is nothing 
about a contract termination per se that 
is new to businessmen. The three factors 
that make the problem serious are: 


First: That there will be so many at the 
same time. 

Second: That one of the parties is the 
government and this seems to be enough to 
convince anyone that it will be a terribly 
complex matter. 

Third: That so many of our contractors 
are doing a million dollar business on a 
$10,000 accounting system. 


There is no denying the seriousness of 
the first point. There are going to be a 
lot of them. You read that there are thou- 
sands of prime contracts, that one prime 
has 500 subs and each sub has several sub- 
subs. It’s like a chain letter. But there is 
one comforting thought. There are not 
that many businesses in the country. One 
company may have half a dozen prime 
contracts and many subs. Once it has set- 
tled one the others will be much easier. 

As to the second point, remember there 
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are two ways in which terminated con- 
tracts .may be settled. The Comptroller 
General feels that the businessmen, both 
in and out of uniform, in the procure- 
ment agencies who have negotiated these 
contracts in the first place are not compe- 
tent to settle them and proposes to have 
the General Accounting Office do this by 
the formula which means a detailed audit. 
Mr. Baruch has stated that this would re- 
sult in “unemployment by audit.” The 
other method is by negotiation with the 
procurement agency which made the con- 
tract. We believe this is a sensible: solu- 
tion and to the best interest of both 
parties and to the country as a whole. 
There have been almost no formula set- 
tlements made and some of these have 
been appealed. 

As to the third point, the matter of rec- 
ord keeping, I realize that the firms rep- 
resented by you gentlemen are thoroughly 
aware of its importance or they would 
not have you working for them but I am 
thinking of the thousands of small or- 
ganizations. We have a prime contractor 
whose accounting system consists of a 
check book and a cigar box full of in- 
voices! 

You can do the country a great service 
if you will carry the gospel home with 
you and preach preparedness for eventual 
termination to every contractor and sub- 
contractor you can reach. And how about 
your own customers? Maybe you have 
peace-time customers that are not doing 
business with you now, some of them per- 
haps too small to employ competent ac- 
counting advice. It seems to me this is a 
great opportunity for you to earn their 
lasting goodwill by offering to look over 
their situation and to give them a little 
sound advice. 

We have learned that many people do 
not understand what is meant by nego- 
tiation. They. think it works this way. “I 
want $50,000. That contracting officer 
doesn’t want to give me anything, so I'll 
ask for $100,000 and split the difference.” 

This attitude results in badly padded 
claims and leads to a lot of checking up 
by the Contracting Officer and is more 
likely than not to result in the contractor 
receiving a smaller settlement than if he 
had put in a reasonable claim in the first 
place. Please do not infer that this is any 
penalty arbitrarily imposed by the Con- 
tracting Officer. He has no right nor de- 
sire to do such a thing. It just naturally 
results that when a claim is found to be 
badly padded in one place it is going to 
be more thoroughly scrutinized through- 
out than one which is obviously made on 
a fair and reasonable basis. 

Another cause of oversized claims and, 
in my opinion, the most common, is the 
contractor's ignorance of what he is en- 
titled to. Not being sure he puts in every- 
thing he can think of in the belief that 
the contracting officer will cheerfully cut 
out what he is not entitled to but will 
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never, never add anything which he over- 
looks. For this attitude, there is consid- 
erable justification. There is a law that 
says that if a government employee makes 
a statement which results in a claim 
against the government, he shall be fined 
$5000 or $10,000 and imprisoned for 5 
or 10 years. I don’t mind the fine. It 
makes me think of that cartoon of the 
Red Cross trying to get some blood out of 
a man and they were twisting him like a 
washwoman does a wet towel. But that 
jail sentence is too short. I don’t want 
to be tossed out in the middle of a de- 
pression! That law has made a lot of 
people nervous but the fact is that it is 
my official duty to arrive at a fair settle- 
ment and if I send an auditor to check 
your claim and he finds that you have 
omitted something which you should have 
included, he shall tell me and I shall 
bring it to your attention. All I ask of 
you is do not dodge jury duty when my 
case comes up. 

I wish all prime and subcontractors 
were familiar with this interpretation of 
that law as I believe it would simplify 
our work and theirs by resulting in more 
reasonable claims. 

The contractor and the contracting off- 
cer do not shut themselves up in a room 
and indulge in horse trading tactics. With 
all the cards on the table face up they 
arrive at an agreement based upon the 
facts as applied in the light of sound 
business judgment. And for all practical 
purposes the contracting officer is better 
described as a group of people instead of 
a single individual. 


TERMINATION PROCEDURE 


In our St. Louis Ordnance District a 
contract terminated in Denver is first 
handled by our Denver Regional Office. 
This office has worked with the contractor 
in the preparation of his bid, tecom- 
mended that the award be made, has ren- 
dered production assistance, conducted in- 
spection and been through all his trou- 
bles with the contractor in an effort to 
reach a tentative agreement with him. The 
claim and inventory are then forwarded 
to our Termination Branch in St. Louis 
where an effort is made to dispose of the 
property and our office review is made 
of the claim. 

If the claim appears OK and is quite 
small it is submitted direct to the con- 
tracting officer for approval. If it is OK 
and large or there is some unusual feature 
involved it is submitted to the Claims 
Board. We are very proud of this board. 
It consists of some of the most important 
business men in St. Louis, busy men now 
occupying important positions but who 
deem this matter of such importance that 
they neglect their other duties to sit on 
this board. Thus our settlements are 
passed upon by this fine group of men, 


to insure our adherence to sound business 
principles and good judgment. 

Our greatest need is for education of 
all those involved in order that they may 
be prepared to do their part quickly and 
easily when the time comes. We hope that 
every contractor will first set up adequate 
accounting procedures and second set up 
a termination organization. This might be 
just one man in a small concern. But each 
organization has to have some man or 
men to make a specialty of keeping posted 
upon tax matters and we feel that the 
same sort of precaution should be taken 
as to contract terminations. 

St. Louis University is starting a night 
school for the education of company ac- 
countants in the principles of termination 
and we hope similar schools will be 
started elsewhere. 

The thing I like best about this busi- 
ness is that so far there aren’t any forms 
to fill out. Someone has evidently dis- 
covered this and two are being designated 
for claims large and small. One of our ex- 
perts tried two days to put a small claim 
which we have already settled upon the 
proposed form and finally decided it was 
designed by the same fellow who got up 
the last income tax return form. We are 
fighting against the use of any forms. 
Wish us luck in your prayers! 

We have a tremendous responsibility 
on our hands and for the good of the na- 
tion it is essential that you who guide 
the fiscal and accounting policies of the 
contractors and we of the procurement 
agencies understand each other and coop- 
erate with each other and I pledge you 
that when you deal with the St. Louis 
Ordnance District you will be dealing 
with a business not a bureaucracy. 


Inventory Rebuilding After War 
Will Total Billions 


Retail stores will hav< to spend billions of 
dollars after the war to 1 -plenish inventories, 
the Department of Com»ierce predicted in an 
article in the March issve of its publication, 
Survey of Current Business. Written by 
Louis J. Paradise of the Bureau of Foreign 
and Domestic Commerce, the article pointed 
out the tremendous change in the inventory 
position of retail stores during the war. 

An accumulation of $12,000,000,000 in the 
year ended with June, 1942, it was stated, 
turned into a decline of the same magnitude 
during the following twelve months. 

In addition to replenishing greatly reduced 
or liquidated stocks of many types of goods, 
Mr. Paradise asserted, merchants will find 
on their shelves inventories of “victory’’ goods 
of wartime materials and design which they 
will have to replace with “better quality prod- 
ucts.” 

The dollar value of all retail inventories at 
the end of 1943 was about 10 per cent. above 
that at the end of 1939, when the Bureau of 
the Census reported an aggregate retail in- 
ventory value of $5,100,000,000. In May, 
1942, the aggregate value reached $7,900,000,- 
000. 

While retail inventories rose some $700,- 
000,000 during the four-month period, July- 
October, 1943, in anticipation of early holi- 
day trade, at the end of last year they were al- 
most $700,000,000 less than a year earlier. 
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Termination Recommendations of 
Controllers Being Adopted 


New recommendations with respect to 
equitable and speedy settlement for ter- 
minated uncompleted war contracts were 
presented in May to Congressional and 
other governmental officials by the Com- 
mittee on War Contract Termination 
Policies and Procedures of The Control- 
lers Institute of America. The Commit- 
tee is chairmanned by Dundas Peacock, 
controller of Elliott Company, Jean- 
nette, Pennsylvania. The recommenda- 
tions were prepared by the Committee 
at a meeting on April 25, and were ap- 
proved with publication subsequently 
authorized by the National Board of Di- 
rectors of The Institute. They supple- 
ment the recommendations previously 
made by The Institute’s Committee on 
November 8, 1943. 

In considering the new recommenda- 
tions of The Institute’s Committee, it is 
pertinent to note that the recent legisla- 
tive activity on contract termination 
problems has covered many of The In- 
stitute’s recommendations of last No- 
vember. 

One of the previous recommendations 
pointed out that the interests of the gov- 
ernment would be protected adequately 
by adoption of uniform regulations ap- 


_plicable to all the procurement agencies, 


which would enable those agencies to 
pass finally on the settlement claims 
without these claims being subjected to 
General Accounting Office audit. This 
is now generally recognized to be a fact, 
and was reiterated by Messrs. Bernard 
M. Baruch and John M. Hancock in their 
teport on War and Postwar Adjustment 
Policies when they stated that the course 
proposed by the Comptroller General 
would “quibble the nation into a panic” 
and would mean “unemployment by 
audit.” 

Senate Bill S-1718, recently passed, pro- 
vides for limitation of the responsibility 
of the Comptroller General to review of 
procurement agency records for the detec- 
tion of fraud. 

The Institute also recommended last 
November that a contract settlement 
board be created whose responsibility it 
would be to establish uniform and ad- 
equate policies for the guidance of the 
several procurement agencies in the set- 
tlement of terminated contracts. To 
some extent, the War Contract Termina- 
tion Board serves this function. 

Senate Bill S-1718 provides for the cre- 
ation of a Board similar to that recom- 
mended by The Institute. 

It was also suggested in The Insti- 
tute's recommendations that perpendic- 


ular settlement of claims via the prime 
contractor route would probably prove 
to be impracticable and, at that time, The 
Institute's Committee recommended a 
procedure of overall verification of all 
of a contractor’s claims. 


Direct SETTLEMENTS 


The supplementary recommendations 
issued by The Institute in May provide 
for a similar procedure except that an ad- 
ditional step is provided, namely, the di- 
rect settlement of a contractor’s claims 
with the government after they have 
been verified by a termination team of 
government representatives. 

Neither the overall verification pro- 
cedure recommended previously nor the 
direct settlement procedure currently 
recommended are intended to be applic- 
able in all instances, but are intended to 
be optional procedures to be adopted in 
those instances where such a procedure 
would be desirable. 

Another of The Institute’s recommen- 
dations of November 8, 1943 stated that 
confusion of renegotiations with termi- 
nations would unnecessarily delay the 
settlement of contractors’ claims. This 
recommendation has not yet been 
adopted. Provision is made in the State- 
ment of Cost Principles denying to a 
contractor the right to include in his 
termination claim, expenses which had 
been written off in a prior period sub- 
ject to renegotiation. 

The Institute’s recent recommenda- 
tions reiterate the inadvisability of con- 
fusing renegotiation with terminations. 

As to the disposal of surplus materials, 
The Institute recommended that a Sur- 
plus Material Disposal Committee be ap- 
pointed, and also that the contractor 
should have the right to remove materi- 
als from his premises and to store where- 
ever possible, at government risk and ex- 
pense, if the disposition had not been 
ordered 60 days after the inventory had 
been filed. 

Both of these recommendations have 
been adopted. 

Provision has been made in several of 
the proposed Bills for an Impartial Ar- 
bitration Tribunal to pass on questions 
of settlement such as was recommended 
by the Institute. So far, this procedure 
has not become operative. 


MANDATORY PAYMENTS 


The Institute’s Committee also stated 
its belief that many proposals for man- 
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datory payments of substantial portions 
of the claims would be dangerous to the 
government and might react unfavor- 
ably to industry. It suggested that the 
regulation V-T loan procedure would 
prove adequate for providing essential 
funds in most instances. It also recom- 
mended that, in order to protect small 
businesses which might be unable to ob- 
tain regulation V-T loans, provision be 
made for such businesses to obtain ad- 
vances of 90 per cent. of the costs and 
overhead included in the claim within 
60 days after application is made. 

There has been a noticeable retraction, 
it is pointed out, from the previous ex- 
tremely generous proposals for advance 
payments and partial payments to con- 
tractors and it is believed that eventually 
a procedure such as The Institute sug- 
gested will prevail. 

Included in most of the Bills presently 
being considered by Congress is provi- 
sion for correction of deficiencies in con- 
tracts entered into in good faith. This 
is also in line with recommendations of 
The Institute’s Committee. 

The text of The Institute’s new recom- 
mendations follows: 


“The Controllers Institute of America, 
through its Committee on War Contract Ter- 
mination Policies and Procedures, has care- 
fully studied the report on War and Post- 
war Adjustment Policies prepared by Messrs. 
Bernard M. Baruch and John M. Hancock, the 
regulations issued by the contracting agencies, 
the proposals made by the Comptroller Gen- 
eral, and the numerous legislative Bills in- 
troduced in the Senate and House of Repre- 
sentatives. As a result, The Controllers In- 
stitute of America wishes to make certain 
recommendations with respect to equitable 
and speedy settlement for terminated uncom- 
pleted war contracts, for the consideration of 
the Congress and Government officials. 


1. Legislation 


“The problem of war contract termination 
settlements, while related to, should not be 
confused with other postwar reconversion 
problems such as plant rehabilitation, dis- 
posal of surplus materials, and the like. The 
Controllers Institute believes that it would 
be impracticable to enact legislation covering 
several of the related postwar problems and 
believes that each of the problems should be 
the subject of separate legislation. In order 
to clarify much of the confusion that now ex- 
ists relative to procedures and responsibilities 
for war contract terminations, it is necessary 
that legislation be enacted in the near future. 
Therefore, The Institute urges that legislation, 
similar in scope to Senate Bill S. 1718 (called 
the Contract Settlement Act of 1944), be en- 
acted at this session of Congress, so that the 
Government contracting agencies and war 
contractors may proceed to organize for efhi- 
cient administration of war contract termina- 
tions. 
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Il. Direct Settlement for Terminated 
War Contracts 


“Existing laws and regulations provide for 
vertical settlement for terminated war con- 
tracts, i.e., contracting agencies to deal only 
with prime contractors, prime contractors to 
deal with first-tier subcontractors, first-tier 
subcontractors to deal with second-tier sub- 
contractors, and so on. It is the opinion of 
The Controllers Institute that that procedure 
is impracticable and that, if continued, it will 
delay the recovery by industry of the working 
capital now invested in war production that 
will be needed for rapid conversion to peace- 
time production, so as to maintain employ- 
ment and avoid national economic chaos fol- 
lowing the war. Therefore, The Institute 
strongly recommends that, as an alternative 
method, the following procedures be adopted 
for direct settlement by the Government for 
terminated war contracts: 


(NotE—This plan of direct settlement or 
grouping of claims should not be confused 
with so-called “over-all company’ settlement 
blans under which all contractors and sub-con- 
tractors would settle directly with one Govern- 
mental agency created for the purpose.) 


DEFINITION 


“Direct settlement constitutes the settle- 
ment, by groups or otherwise, of all or any 
of the termination claims of a contractor 
(claimant) arising from his prime contracts 
or subcontracts with (a) one or more con- 
tracting agencies, or (b) prime contractors 
and subcontractors, by resident or specifically 
designated representatives of the contracting 
agency to which the claimant has been as- 
signed for such settlement. 


METHOD OF ACCOMPLISHMENT 


“1. The termination team of resident or 
specifically designated representatives of the 
contracting agency to which the claimant has 
been assigned would comprise: 


a. Contracting officer. 
b. Field accounting representative. 
c. Disposal advisory officer. 

“2. Tabulations of claims would be pre- 
pared for terminated prime contracts or sub- 
contracts identified with the prime contract 
from which such termination claims arise, 
which would be presented individually and/or 
by practical groupings to the termination team 
for verification, negotiation, approval, and 
payment. 

“3. Legislation should be enacted to per- 
mit subcontractors to deal directly with the 
Government by assignment of claims to the 
Government service involved. 

“4. The claimant and the termination team 
would notify the prime contractor or the su- 
perior subcontractor of the intention to in- 
clude a claim in the direct settlement with the 
Government and would require a statement to 
be furnished of offsets existing there against. 

“5. When settlement of claim is made by 
the contracting agency, the claimant would 
give to the contracting agency a release or 
assignment of his claim against the war claim- 
ant liable to him. 

6. The claimant would be responsible for 
verification, to a practical degree, of claims 
of his immediate subcontractors who are not 
covered by a similar direct settlement arrange- 
ment. The claimant should be authorized to 
make final settlements with such subcontrac- 
tors up to $10,000. 


ADVANTAGES 
“This direct settlement plan would have 
many advantages, among which are the fol- 
lowing: 
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a. The plan is simple and expedient and it 
would avoid the constant repetition of audit- 
ing work by auditors from several contracting 
agencies and prime contractors that is re- 
quired under the vertical settlement proced- 
ure. This would contribute greatly to the 
desideratum of expeditious settlements. 


6. Greater efficiency in settling claims would 
result from the resident team becoming thor- 
oughly acquainted with the contractor's meth- 
ods and practices. 

c. It expedites the payment of claims to sub- 
contractors, thereby permitting them to fi- 
nance early conversion to peacetime produc- 
tion. 





| 
Surplus Consumer Goods Sale | 
| Is Headed by Institute Member | 


Heading the new Treasury De- | 
partment unit to handle disposal | 
of surplus consumer goods is Mr. | 
Ernest L. Olrich, president of | 
Munsingwear, Inc., of Minneapo- | 
lis, who has continued to hold 
membership in The Controllers 
Institute of America ever since his | 
election in May, 1934. Mr. Olrich | 
is holder of membership certificate | 
number 314 of The Institute, which 
he obtained while serving as con- | 
troller of Marshall Field and Co. | 
in Chicago. 

As head of the new unit he will 
be in charge of postwar sales of 
| surplus consumer goods that are | 
expected to total billions of dol- | 
lars, the present figure being | 
around $12 million a month. In | 
addition to boosting Munsing- 
wear's sales from $4.7 millions in 
1938 to $16 millions in 1943, Mr. 
Olrich has directed the WMC in- 
dustrial training program in six 
states, besides serving as a re- 
gional director for the Smaller 
War Plants Corporation, as a 
member of OPA and WPB advi- 
sory committees for his industry, 
and as Minnesota's defense coor- 
dinator and postwar planning 
chief. 


| 














d. It places the Government in position to 
conclude directly with the subcontractor for 
the final disposition of all inventories ac- 
quired for terminated contracts. The consol- 
idation of inventories pertaining to all termi- 
nation claims of a contractor would greatly 
simplify the problem of disposing of materials 
acquired for terminated contracts. 

e. The Government would be afforded the 
protection of having Government representa- 
tives check and approve claims at first hand. 


111. Comptroller General 


“Mr. Lindsay C. Warren, Comptroller Gen- 
eral of the United States, has contended that 
the procurement agencies should not be per- 
mitted to make final settlements for termi- 
nated contracts without the General Account- 
ing Office having the opportunity to audit and 
approve the claims. It is the opinion of The 


Institute that the contracting agencies which 
awarded the contracts and are familiar with 
the products to be manufactured thereunder 
and with the contractors’ operating condi- 
tions, are best able to make speedy and equi- 
table settlements and to protect the interests 
of the Government to a reasonable degree, 
Therefore, we recommend that the General 
Accounting Office be restricted to examina- 
tion of the records of the contracting agencies 
for detection of fraud. 


IV. Basis of Termination Settlement 


“In its recommendations released on No- 
vember 8, 1943, the Committee on War Con- 
tract Terminations of the Controllers Institute 
defined a termination settlement as follows: 


“A termination settlement should represent 
the fair price to be paid to the contractor for 
work actually performed on the uncompleted 
portion of the contract, and should amount to 
what would have been considered a fair price 
when the contract was entered into had the con- 
tract called for only the work done to point of 
termination.” 


“That definition is consistent with conten- 
tions made by contracting agency representa- 
tives before Congressional committees, and 
we believe that, if it were followed, equitable 
and speedy settlements would result. 

“Included in the Statement of Principles 
for Determination of Costs upon Termination 
of Government Fixed-price Supply Contracts 
is the following provision: 


“Costs which, as evidenced by accounting 
statements submitted in renegotiation under Sec- 
tion 403 of the Sixth Supplemental National 
Defense Appropriation Act, 1942, as amended, 
were charged off during a period covered by a 
previous renegotiation, may not be subsequently 
included in the termination settlement if a re- 
fund was made for such period, or to the extent 
that such charging off is shown to have avoided 
such refund.” 


“This provision is inconsistent with the 
above definition since it denies to a long-cycle 
producer the right to include in his claim ex- 
penses consistently charged off as period ex- 
penses when incurred, provision for which 
would certainly have been made in the selling 
price that would have been quoted when the 
contract was entered into had the contract 
called for only the work done to point of 
termination. So long as war production con- 
tinues and termination settlements are sub- 
ject to renegotiation, that provision is unnec- 
essary, for profits are enhanced to the extent 
that a termination settlement exceeds the in- 
ventory value of the contract and, conse- 
quently, amounts received in excess of the 
inventory value will be returned to the Gov- 
ernment through renegotiation proceedings 
or substantially returned through income 
taxes. It is essential, however, that the long- 
cycle producer be not penalized by that provi- 
sion when war production ceases and the in- 
evitable wave of war contract terminations 
is experienced. Furthermore, it is extremely 
doubtful if that provision is practicable of 
administration, particularly to subcontractors. 
Therefore, The Controllers Institute recom- 
mends that that provision be eliminated from 
the Statement of Principles for Determination 
of Costs upon Termination of Government 
Fixed-price Supply Contracts and from the 
regulations issued to conform therewith. 


Thirteenth Annual National Meeting 
Controllers Institute of America 
Chicago, October 2-3-4, 1944 
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The Tenth Anniversary Meeting of the San Francisco Con- 
trol of The Controllers Institute of America on May 18 was 
a gala occasion, attended by approximately 80 members of 
the Control and their guests, including Mr. Stanley W. Duhig, 
vice-president and treasurer of Shell Union Oil Corporation, 
of New York. Mr. Duhig represented the National Board of 
Directors of The Institute, on which he is serving. 

Letters of congratulation from presidents of nearby Con- 
trols were read, together with similar congratulatory messages 
received from Mr. E. F. C. Parker of General Baking Com- 
pany, New York, and Mr. Raymond Beeny, Alabama Gas 
Company, Birmingham. Mr. Parker and Mr. Beeny were 


charter members of the San Francisco Control, being two of 
three members responsible for its organization. 

The speaker at the Anniversary Meeting was Dean J. Hugh 
Jackson of the Graduate School of Business, Stanford Univer- 
sity. Dean Jackson was the speaker at the first meeting of 
the San Francisco Control in 1934. His subject at the recent 
meeting was “Organization and Functions of the Controller's, 
Treasurer's and Secretary's Departments of the Corporation.” 

The chairman of the Anniversary Meeting, which was held 
in the St. Francis Hotel, was Mr. Edward V. Mills, controller 
of Fireman’s Fund Insurance Company, of San Francisco, a 
charter member of the Control and a national vice-president 


of The Institute, 1938-40. Mr. Mills is now serving as a 
member of the National Advisory Council. 

In addition to Dean Jackson, Mr. John Ritchie McKee, 
vice-president and treasurer of California Casualty Indemnity 
Exchange, presented a brief summary of the ten-year history 
of the San Francisco Control. Mr. McKee is a charter mem- 
ber and past president of the Control, which is represented 
officially in the national organization at the present time by 
Mr. C. C. Gibson, vice-president and treasurer, The Paraffine 
Companies, Inc., who is a vice-president of The Institute. 

Mr. William Webster, controller of the Bankamerica Com- 
pany, served as president during the 1943-44 term. 








Termination Accounting Problems 


I believe the greatest responsibility in 
the termination of war contracts falls 
upon the contractor's principal account- 
ing officer and his staff. It has been said 
that claims can best be negotiated by 
“common sense discussion” over the table 
. . . . but without the facts developed 
by the accountants, it would be like a 
poker game without any cards.... 
and the better your facts are developed, 
the better cards you will hold. Many con- 
tracts have already been terminated, and 
because military plans must, of necessity, 
be fluid, we may expect recurring cut- 
backs resulting in either total or partial 
termination. 

If he has not already done so, the con- 
troller should immediately check his ex- 
isting records, inventory methods, produc- 
tion control, cost system, and such to de- 
termine their sufficiency to meet almost 
any test of requirements, which may grow 
out of pending legislation and subse- 
quent changes in regulations and _prac- 
tices. If it has not already done so, your 
company’s management should imme- 
diately organize, under competent leader- 
ship a department (or group) to handle 
claims—both your own and those of sub- 
contractors. 

Because of the magnitude of American 
industry's participation in the war ef- 
fort, it is reasonable to assume that on 
“Vv” day, a major portion of the assets 
in the balance sheets of many contractors 
will be composed of items involved in 
performance under war contracts. The 
aggregate amount involved nationwide 
will doubtless be a staggering figure when 
compared with the relative amount at the 
conclusion of World War 1. 


THREE REQUISITES 


There are three requisites to successful 
negotiation of terminated contracts: (1) 
adequate records, properly supported, 
maintained by the contractor; (2) speed 
in the preparation and submission of 
claims; and (3) close cooperation with 
the representatives of the government. 

As to (1)—adequate records. Since, as 
in the case of all dealings with the gov- 
ernment, the burden of proof is upon the 
contractor, the importance of records and 
supporting data cannot be over empha- 
sized. Present indications are that such 
records will have to be retained for a 
period of three years following claim 
settlements. 

These records should begin with such 
pre-production items as engineering, de- 
velopment, research and tooling, and fol- 
low through to post termination settle- 
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ment expenses. Wherever it is possible, 
specific segregated records should be 
maintained; and bases for the proration 
of general expenses, such as manufactur- 
ing overhead and administrative, should 
be determined periodically whenever feas- 
ible since the recording of such items, 
at the time expenses are incurred, carry a 
note of authenticity lacking in theoretical 
apportionments made at the time of claim 
preparation. 

Even though the burden being carried 
by the accounting staffs of contractors has 
them near the breaking point, the records 
relating to contract performance must be 
properly maintained to avoid major losses 
arising from disallowed claim items. 

As to (2)—speed in the preparation 
and submission of claims. Much has been 
said about economic conditions which 
would result from the freezing of work- 
ing capital as a result of undue delays 
in the presentation and negotiation of 
termination claims, particularly in the case 
of smaller and medium sized businesses. 

While much discussion is had concern- 
ing V loans, VT loans, and a new one 
called the T loan, the ideal solution 
would be a prompt negotiation and set- 
tlement of a high percentage of each 
claim through progress payments, pro- 
posals of which have ranged from 75 
to 90 per cent. Many contractors may ob- 
tain assistance from public accounting 
firms, a practice highly recommended by 
certain government officials. 

As to (3)—cooperation. Webster de- 
fines cooperation as collective action for 
mutual profit for common benefit. In this 
connection, let us dwell only on the com- 
mon benefit angle, and omit the profit, 
which is problematical. Throughout pro- 
posed regulations, instructions and in dis- 
cussions with representatives of the gov- 
ernment, contractors are advised to con- 
sult with the contracting officer. 

The statement of principles for deter- 
mination of costs upon termination of 
government fixed price supply contracts 
ends with article 5, which reads, “the 
failure specifically to mention in this 
statement any item of cost is not intended 
to imply that it should be included or 


excluded,” and under general principles 
is stated that the costs contemplated are 
those sanctioned by recognized commer- 
cial practices. Obviously, innumerable ex- 
ceptions, not covered in the broad state. 
ment of principals, will appear, and the 
government invites a discussion of such 
items before claim preparation in order 
to avoid subsequent changes in classifica- 
tion, deletions, and the like. 

Of the greatest concern to the average 
contractor will be total termination on 
“V" day, and because about 95 per cent. 
of all contracts are of the fixed price sup- 
ply variety, let us review in their usual 
sequence the items which will ordinarily 
be admissible in such termination claims: 

Engineering, development and spe- 
cial tooling, which means the costs of 
engineering and development, plus spe- 
cial jigs, dies, fixtures, and the like pro- 
vided that the contractor protects any in- 
terest of the government by transfer of 
title or other means deemed appropriate 
by the government. 

Experimental and research expense 
which, it is expected, will be allowed to 
the extent consistent with an established 
pre-war program, or to the extent related 
to war purposes. 

Initial costs, sometimes referred to as 
launching costs, or starting-load costs. 
These may be easily overlooked or diffh- 
cult to determine unless the contractor 
maintains proper record of same at the 
outset. Such costs are of a non-recurring 
nature, which arise from unfamiliarity 
with the product in the initial stages of 
production. In this category would be in- 
cluded excessive early direct labor and 
overhead costs, cost of training em- 
ployees, excessive rejections upon inspec- 
tion of early production, and such. In the 
aforementioned statement of principles, it 
is set forth that initial costs should be 
appropriately apportioned between the 
completed and the terminated portions of 
the contract. 

Loss on facilities. This covers special 
facilities acquired by the contractor solely 
for the performance of the contract (and 
other war production contracts) if, upon 
termination, such facility is not reason- 





stitute of America. 





| RECORDS, SPEED, COOPERATION 


| Those are the three basic needs in contract termination, declares 
Mr. Seffing, secretary and controller of The Cleveland Tractor Com- 
pany, who presented this paper in St. Louis on May 2 before the 
Seventh Midwestern Controllers’ Conference of The Controllers In- 


—THE EDITOR 
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ably capable of use in other business of 
the contractor. The inclusion of any loss 
on facilities will be restricted to the 
amount which bears the same proportion 
to the loss of useful value, as the deliv- 
eries not made under the contract bear 
to the total contract, and that, provided 
the amount shall not exceed the adjusted 
basis of the facility for Federal income 
tax purposes immediately prior to the date 
of termination of the contract. Of course, 
in this instance, title to the facility must 
be transferred to the government except 
where the government elects to take other 
appropriate means to protect its interest. 

Depreciation. Allowance will be made 
at appropriate rates on all facilities in- 
cluding such amounts for obsolescence 
due to progress in the arts and other fac- 
tors as are ordinarily given consideration 
in determining depreciation rates. Depre- 
ciation, as defined herein, of course, shall 
not include loss of useful value outlined 
for the preceding item. No mention is 
made in the statement of principles 
(under depreciation) of the amount al- 
lowable for Federal income tax purposes ; 
however, Commander J. Harold Stewart, 
Executive Assistant of the Cost Inspection 
Service of the Navy, stated in an address 
in February, that “appropriate rates are 
not necessarily the rates claimed for Fed- 
eral income tax purposes, and amortiza- 
tion of facilities covered by certificates 
of necessity will not be recognized as an 
element of cost to the extent that such 
amortization exceeds the allowable de pre- 
ciation had assets not been covered by 
certificates of necessity.” 

This indicates a need for maintaining 
depreciation records on two or three bases 
—one, for determining cost allowable on 
war contracts; another, to the extent al- 
lowable for federal income tax purposes ; 
and possibly a third, since many corpora- 
tions record depreciation for book pur- 
poses On a more conservative basis than 
can be sustained for federal taxes. 

Inventory. The item of inventory 
should perhaps command the greatest 
attention since it will, in most instances, 
be the largest item in the claim. Where 
inventory of a special nature has been 
purchased solely for performance under 
4 contract, segregated records are indi- 
cated and no particular problems are pre- 
sented, in the case of items of inventory 
which are common to the contract and to 
other work of the contractor, an alloca- 
tion to both classes of work should be 
made and the same sort of allocation must 
be made by subcontractors who have 
claims based upon the furnishing of such 
common material. The inventory quan- 
tities may not exceed those required for 
Performance of the contract with the ex- 
ception of reasonable allowance for scrap, 
and so forth. 

A book inventory will be all right for 
preliminary purposes, but a physical in- 
Yentory will be required to support your 
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claim, and don’t forget to segregate the 
cost of inventory taking, any handling 
expense, storage and the cost of protec- 
tion thereof .... since all of these 
should be allowed as a part of post termi- 
nation, or settlement expenses. 

Advertising and other selling ex- 
penses. In general, the government has 
taken the attitude that neither of these 
is necessary in selling to the government. 
There are, I believe, certain exceptions, 
such as institutional advertising and sell- 
ing expense such as the preparation of 
bids, negotiation of contracts or instances 
where sales employees are primarily tech- 
Micians, product service engineers. 

Administrative. Segregate wherever 
possible and support it with time records 
of salaried employees, statements for pro- 
fessional services of accountants, attor- 
neys, etc., and prorate those of a general 
nature on the most equitable basis you 
can. 

Interest on borrowing will be al- 
lowed to the extent it can be shown 
clearly that such borrowings were effected 
for performance under the contract. 

Settlement (or post termination) ex- 
penses. It is most important to keep 
these segregated, and it can be done if 
you have organized properly prior to the 
day of termination. These expenses in- 
clude accounting, legal, clerical and others 
in connection with the preparation and 
settlement of the claim. Previously men- 
tioned were the expense of taking, mov- 
ing, storing and protecting inventory, to- 
gether with the cost of disposition thereof. 

There are a few questions with respect 
to the treatment of claim items in finan- 
cial statements, most of which will prob- 
ably be decided (on a generally uniform 
basis) by the public accounting profes- 
sion. In the balance sheet for example, 
the usual items involved will be inven- 
tories, special facilities in the property 
accounts and deferred charges. As a mat- 
ter of conservative accounting practice, I 
believe these should be allowed to re- 
main in their respective accounts until 
claim negotiation is completed, at which 
time the entire amount of the claim al- 
lowed is admissible as a current receiv- 
able. 

In the income statement, should reali- 
zation of claims be treated as sales or as 
a reduction of accumulated inventories, 
and such? This question depends some- 
what upon the effect overall renegotiation 
may have upon the operating statement. 
If such sales were considered subject to 
renegotiation, the contractor could either 
gain or lose, depending upon the per- 
centage of profit allowed in renegotia- 
tion as compared with the profit allowed 
for claim purposes. I have heard of cases 
being treated both ways by the govern- 
ment. 

In conclusion let me reiterate: get your 
house in order, both as to record keep- 
ing and personnel; don’t lag, push hard 
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to effect as speedy a settlement as is pos- 
sible; and cooperate. It will help your 
cause more than playing “hard to get.” 


Joint Statement on Social Security 


Immediate action to guarantee a minimum 
flow of incomes through an effective social 
security program is as much in the interest of 
business as of labor, according to a Joint 
Statement on Social Security by its Agricul- 
ture, Business and Labor Committees on Na- 
tional Policy, issued by the National Plan- 
ning Association. Assurance of continued 
purchasing power, the Committees said, is an 
important element in a program of full employ- 
ment because it will help to maintain mar- 
kets on which business and agriculture can 
count and to avoid a downward spiralling of 
economic activity in the period of post-war 
readjustment. 

William L. Batt, NPA Chairman, in com- 
menting on the 48-page statement discussing 
the issues raised by social security extension 
and presenting a series of concrete proposals, 
said, “When you get a representative group 
of business, labor and agriculture agreeing on 
a social security policy, I think you have 
something.”” Chairmen of the three Committees 
responsible for the Statement are: Theodore W. 
Schultz, University of Chicago, for Agricul- 
ture; David C. Prince, General Electric Com- 
pany, for Business; and Clinton S. Golden, 
United Steelworkers of America, for Labor. 

Of first importance, the Statement empha- 
sizes, is a program to help returning soldiers 
and displaced war workers live while they are 
looking for peacetime jobs. A special unem- 
ployment insurance program and measures to 
protect the rights of ex-service men and women 
under old-age and survivors and disability in- 
surance programs should “properly be regarded 
as a war cost and charged to the Federal Gov- 
ernment.”” Similarly, benefits for all displaced 
ex-war workers during the reconversion period 
should be assured, either through extension 
and federalization of the existing unemploy- 
ment insurance systems or through a temporary 
Federal War Adjustment Pay Program. 

The Committees specifically propose extend- 
ing coverage to those ineligible under the 
present Social Security System—agricultural 
and domestic workers, employees of non-profit 
corporations, the self-employed, and the own- 
ers of small businesses. They call for a new 
program of insurance benefits for sick or dis- 
abled workers, and recommend an expanded 
unemployment insurance program which will 
pay benefits for as much as 26 weeks to those 
who cannot find jobs, either public or private. 
To assure a basic living for needy persons, 
not covered by the proposed program, the 
Committees suggest Federal grants-in-aid to 
States, so distributed that relatively more finan- 
cial aid would go to the poorer states, 

The Statement also calls for a strengthened 
Employment Service and for expanded curative 
and preventive health services. These proposals 
were included in the Joint Statement because 
the Committees were “impressed with the ob- 
vious waste both in human and financial terms 
of failing to take advantage of any measures 
which would reduce the need for income main- 
tenance to a minimum. ... . So long as these 
constructive: and preventive measures are in- 
completely developed, so long will the na- 
tion’s bill for social security be unnecessarily 
large.” 

The Statement recommends that the costs 
of the social insurance program proposed 
should be shared by employers and workers 
through wage and payroll taxes, and by the 
citizens generally out of national tax revenues. 
Careful consideration of the possible infla- 
tionary or deflationary effects of different meth- 
ods of financing social security expenditures 
is also called for. 








New Aspects of Renegotiation 


By Commander Edwin H. Wagner, Jr., SC, USNR 


Renegotiation has now been on the 
statute books for two years. Mention the 
word amongst a group of war contractors 
and you have a subject for lively debate. 
Regardless of what has been said and 
written about the law there is no question 
but that it has been a stabilizer in control- 
ling profits on war business. No law is 
administered to the satisfaction of all. 
The fundamental principle upon which 
the renegotiation law is based is the exer- 
cise of judgment upon the part of the ad- 
ministrators rather than the application 
of a fixed formula. This plan of action 
quite naturally brings the human element 
into play, and it follows that some mis- 
takes of judgment may occur. It is evi- 
dent that the success of such a statute, 
containing broad discretionary powers, 
must depend upon its administration by 
individuals who possess mature and sound 
business judgment. 

A review of the work that has been 
accomplished by the Navy Price Adjust- 
ment Board for the period from April 
28, 1942, to March 3, 1944, indicates 
that approximately 3,800 cases have been 
considered and only 12 of these are in the 
impasse stage. True enough, it cannot be 
stated that all the contractors whose profits 
have been renegotiated are wholly satis- 
fied with the amount of the determina- 
tions, however, most contractors appre- 
ciate the responsibilities of the Board 
members and have concurred with their 
opinions. 

The legislative history of renegotiation 
need not be repeated here as most of 
you have probably followed it rather 
closely for the past two or three years. 
Some mention may be made of the amend- 
ments enacted in February, 1944 which 
include changes of substance as well as 
changes of form. Prior to the passage of 
the Revenue Act of 1943 there were 
many public hearings on the subject so 
that representatives of industry as well as 
Government were afforded opportunity 
to express their views. It is only fair to 
state that those who have been charged 
with the administration of renegotiation 
marched shoulder to shoulder with con- 
tractors in seeking equitable amendments. 
Congress did not accept all the recom- 
mendations of either side but the Act as 
it now stands is a very satisfactory com- 
promise. 

One of the most fundamental changes 
in the Act concerns the chain of authority. 
Heretofore, Congress vested the power of 
administration in the Secretaries of the 
Departments who, in turn, delegated their 
authority to their respective Boards. By 
voluntary action of those Boards a Joint 


Price Adjustment Board was established 
to fix the policies for all to follow. Under 
the recent amendments, Congress created 
the War Contracts Price Adjustment 
Board (known also as the “War Con- 
tracts Board’) and vested in that Board 
the authority formerly vested in the Secre- 
taries with respect to renegotiations for 
fiscal years ending after June 30, 1943. 

The War Contracts Board has now 
delegated certain powers to the Secre- 
taries who in turn have redelegated their 
authority to the Chairmen of their respec- 
tive Boards. The War Contracts Board 
proposes to maintain greater control over 
policy and procedure than was possible 
in the past under its predecessor, the vol- 
untarily formed Joint Price Adjustment 
Board, with the result that each Board 
has a greater obligation to follow the reg- 
ulations and interpretations adopted by 
the new Board, than was heretofore the 
case. This should lead to greater uni- 
formity in result and be more satisfactory 
to all concerned. 

The Navy Price Adjustment Board now 
consists of four Divisions, located in 
Washington, New York, Chicago, and 
San Francisco with a Chairman for each 
Division. The Chairman of the Washing- 
ton Division is also the Chairman of the 
Navy Price Adjustment Board. All of the 
Chairmen and members are appointed by 
the Secretary of the Navy. 


MANDATORY FILING 


It is probably unnecessary to remind 
you of the mandatory filing provisions 
contained in the new Act. For those con- 
tractors and subcontractors whose fiscal 
years ended between July 1, 1943, and 
February 25, 1944, the filing date is on 
or before June 1, 1944. Wide distribu- 
tion has been made of the forms pre- 
scribed for compliance with this section 
of the law. In individual cases where the 
contractor has furnished the data re- 
quired by the standard form together with 
additional information that may have 
been requested, then the filing of the 
mandatory form can be made by reference 


providing proper certification is obtained 
from the Agency with which the data was 
filed. 

The Departments had for some time 
advocated raising the $100,000 exemp- 
tion to $500,000 and Congress incorpo- 
rated this suggestion in the new Act. This 
increased exemption brought about the 
adoption of the so-called “notch pro- 
vision” by the War Contracts Board, the 
history of which is interesting to relate. 

When Mr. James Forrestal, Under Sec- 
retary of the Navy, was testifying before 
the Senate Finance Committee he urged 
strongly the increase of the sales exemp- 
tion from $100,000 to $500,000. One of 
the Committee members asked him how 
he would correct the inequitable situation 
which would be presented where one com- 
pany had renegotiable sales of $510,000 
for the year and a competitor had war 
business of $490,000 for the same period. 
Mr. Forrestal offered to submit a letter 
covering this point which was later read 
into the record by Senator George, Chair- 
man of the Finance Committee. 

Mr. Forrestal proposed that since the 
purpose of the Statute is to effect a retro- 
active adjustment in sales price to elimi- 
nate excessive profits it would be illogical 
to ask for a relinquishment in any case 
which would bring the adjusted sales 
price below $500,000, assuming, of 
course, that the $500,000 exemption were 
adopted. Accordingly, if a war contractor 
had renegotiable business of $510,000 the 
maximum relinquishment should not ex- 
ceed $10,000. Although this proposal was 
not incorporated specifically in the Statute, 
the intent of Congress as indicated by 
Senator George’s approval of the position 
taken by the Navy Department has been 
recognized by the War Contracts Price 
Adjustment Board which has now for- 
mally adopted this limitation. 

This is only one of the many sugges- 
tions made by representatives of the De- 
partments but it typifies a broad under- 
standing of the problems confronting in- 
dustry and the earnest efforts made by the 
Departments to obtain an equitable law. 

The Federal Register of April 19, 1944, 





ceptance of a commission. 





STILL WITH US 


Renegotiation, somewhat overshadowed by termination, is still a 
pertinent subject. As a member of the Navy Price Adjustment Board, 
in New York, Commander Wagner presented this paper at the recent 
St. Louis Regional Conference of Controllers. He was a partner in 
the accounting firm of Touche, Niven & Company prior to his ac- 
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contains the first formal release of Rene- 
gotiation Regulations adopted by the War 
Contracts Board and, from time to time, 
additional rulings and interpretations will 
be issued. Most of you have probably 
studied the new provisions of the Act. If 
not, it is suggested that this be done be- 
fore any statements are prepared for 1943 
operations. A technical discussion of the 
new amendments would require consider- 
able time and will not be attempted here. 
It will be advisable for each contractor 
to follow public releases by the Board 
and earmark those which affect his indi- 
vidual case. In other words, follow the 
same procedure that you use in keeping 
abreast of income tax developments. 


1943 Cases Now 


Renegotiation of 1943 cases is now ac- 
tively under way by all agencies author- 
ized to conduct proceedings under the 
Act, and findings have been made in a 
number of instances. The assembly of 
the required data is not as burdensome to 
contractors this year as last because most 
controllers had the foresight to formulate 
adequate internal accounting programs 
which facilitate the preparation of the 
financial information. When items of a 
questionable nature arise, it is desirable 
to request advice from the Agency to 
which your case has been assigned rather 
than to proceed on a tack that may have 
to be changed at a later date. 

The Navy Price Adjustment Board has 
organized its personnel to handle all 1943 
cases without the aid of those certified 
public accountants who formerly served 
the Navy as Supervising Auditors on a 
part-time and intermittent basis. The 
services rendered by these men in the 
eatly stages of renegotiation, at great 
personal sacrifices, were invaluable con- 
tributions to the war effort. There is no 
denial that the preparation of the required 
data for 1942 caused considerable head- 
aches both to representatives of the Gov- 
ernment and industry alike. It is unlikely 
that such difficulties will be encountered 
in furnishing the information this year. 

The Board is making every effort to 
lighten the work load of the contractor 
and to this end urges the sincere coopera- 
tion of all controllers and their account- 
ing staffs. It is recognized that the de- 
mands of war have heaped heavy bur- 
dens upon the accounting departments of 
most companies and the information re- 
quired for renegotiation is another un- 
Pleasant task, but do not forget that the 
tesponsibility to furnish the factual data 
's in your hands. No story, no matter how 
well presented, is complete without re- 
liable financial figures. 

Here it might be well to mention that 
all the Boards place considerable reliance 
! accounts properly certified to by repu- 
table independent public accountants. 
Support of this statement is found in In- 
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struction No. 1 to Item I on the Standard 
Form of Contractor's Report. If the ac- 
counts are in order, and properly certified, 
the profits are usually accepted without 
question, but in the absence of satisfac- 
tory accounting methods the contractor 
can expect definite action because Con- 
gress has given the Board authority to 
either accept or redetermine the costs and 
profits of any contractor. This power is 
very broad. It is only natural that the 
burden of redetermining costs is distaste- 
ful but it has been done in many instances 
where accounting systems are found to be 
inadequate. 

Now let us consider an aspect that has 
had many war contractors guessing for 
two years and about which too little has 
been said or written. The problem may 
be presented by any one of a number of 
questions, but basically it is how do the 
renegotiators determine the amount of 
excessive profits. Those of us who have 
been charged with the duty of adminis- 
tering the law have probably been called 
many names, not all complimentary. You 
may be certain that no magic is employed. 
Every case is studied very thoroughly by 
a group of capable businessmen who are 
serving their country in time of war. 
These men recognize their dual respon- 
sibility, first to keep down the cost of 
the war and second to preserve free en- 
terprise. Analyze the composition of a 
typical panel of the Navy Board hearing 
a case. There is an engineer, an invest- 
ment banker, a certified public account- 
ant, an industrialist, and a retired capital- 
ist. Isn’t that a fair cross section of Amer- 
ican businessmen? Isn’t that the kind of 
panel you would select to administer this 
law ? 

Two years ago is was a difficult task to 
develop the proper factors in any case let 
alone arrive at the amount of reasonable 
profits. Experience gained through hear- 
ing hundreds of cases has taught us much 
as has the exchange of information be- 
tween agencies. Our task remains difh- 
cult but the approach and line of reason- 
ing has been simplified. The factors which 
guide the renegotiators in arriving at their 
determinations now have been spelled out 
by Congress in the law. 


COMPLETE CASE STUDY 


Aside from these special factors, it is 
the complete case study, including finan- 
cial data and performance record, that 
governs in every decision. It is no hodge- 
podge system. It is an honest and intelli- 
gent endeavor to understand all the facts 
in each case with a view of allowing to 
each contractor all the profis on war busi- 
ness that possibly can be justified and sat- 
isfactorily defended in the court of public 
opinion. 

It is important for all contractors to 
understand the import of the factors out- 
lined in the statute for the Board to take 
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into consideration when determining the - 
amount of excessive profits. The seven 
points enumerated in the amendments 
really codify the general principles con- 
tained in the Joint Statement of the War, 
Navy, and Treasury Departments and the 
Maritime Commission published under 
date of March 31, 1943. However, under 
the amended law it is incumbent on the 
Boards to question the contractor on each 
of the factors and it is likewise impera- 
tive that the contractor furnish the an- 
swers. 

The War Contracts Board has indi- 
cated that certain subsidiary factors may 
be presented for consideration which are 
essentially supplementary to or included 
with the basic factors, and that such sub- 
sidiary factors will be considered wher- 
ever possible as comprising a part of such 
basic statutory factors rather than as sep- 
arate factors. Thus (although not yet 
specifically mentioned by the Board) 
under the first statutory factor: dealing 
with the efficiency of the contractor, the 
Boards may take into consideration perti- 
nent facts as to whether the contractor suc- 
cessfully met any Governmental requests 
for extraordinary quantity production, 
whether he met or bettered production 
schedules, his record of rejections, or 
whether he was efficient in reducing costs 
for materials, labor, and overhead. 

Any economies which resulted in costs 
being lower than they would otherwise 
have been should be set forth. For ex- 
ample, strategic materials may be saved 
by substituting less critical materials. Cost 
economies relating to manpower might 
have been brought about by efficient pro- 
duction techniques or installing labor- 
saving machines. Economies can be made 
in war times even though not reflected in 
costs. 

The second factor mentioned by the 
Statute deals with the reasonableness of 
costs and profits in relation to volume of 
production, normal pre-war earnings, and 
comparison of war and peacetime prod- 
ucts. In those instances where there has 
been a substantial increase in volume of 
war business, the contractor should expect 
a lower return because ordinarily oper- 
ating profit, measured in percentage of 
sales, should decline as the volume in- 
creases. If this is not the case, explanatory 
facts should be presented. Increases in 
sales usually mean the thinning out of 
overhead and in those cases where war 
business has been added to commercial 
business with no substantial increase in 
overhead, a larger percentage of profit is 
likely to be earned on the latter class be- 
cause of this dilution. If the war and 
peacetime products are the same or sub- 
stantially similar, then costs should not 
increase above the general rise in labor 
and material costs compensated to some 
extent by increased volume. Under these 
circumstances, normal pre-war earnings 
may be the yardstick in determining al- 
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lowable profits. If the war product is 
wholly new, or entirely different from 
the contractor's peacetime product, the 
reasonableness of profits may be exam- 
ined in the light of those of comparable 
producers. 


SOURCE OF CAPITAL 


The third factor, dealing with the 
amount and source of capital and net 
worth, requires little comment. Those 
contractors operating entirely or substan- 
tially with government-furnished facili- 
ties do little more than supervise or man- 
age the production and the reward must 
be so measured. The return on net worth 
has been considered by the Boards for 
some time, and this percentage will con- 
tinue to be a major factor in 1943 de- 
terminations. 

The fourth statutory factor, dealing 
with the extent of risk assumed is one of 
the most important to be considered be- 
cause it is coupled with reasonable pric- 
ing policies. Subsidiary factors to this sec- 
tion may deal with physical and other 
reconversion problems as well as the satu- 
ration of post-war markets or other cir- 
cumstances affecting post-war business. 
The risk of guarantees and of cancella- 
tions and cut-backs of contracts are also 
of major importance and should be fully 
developed. The primary purpose of re- 
negotiation is to keep down the cost of 
the war but if contractors do not reduce 
prices and keep their profits in line then 
renegotiation is not accomplishing that 
end. The contractor who over-prices takes 
little or no risk. Close pricing is there- 
fore a subpart of the risk factor so that 
those contractors who are low cost piv- 
ducers and have kept their prices down 
may expect favorable consideration. It is 
true that the new Act, through Title VIII, 
which gives contracting officers powers 
that go beyond anything heretofore 
granted, separates re-pricing from renego- 
tiation, yet the measure of risk incurred 
by contractors through pricing policies 
will not be overlooked in renegotiation. 


1943 vs. 1942 EARNINGS 


A review of those few 1943 cases that 
have been heard by the Navy Price Ad- 
justment Board indicates that very few 
contractors have kept their renegotiable 
profits in line with adjusted 1942 earn- 
ings. Increased volume also has been ob- 
served in most instances. If these early 
returns ate an indication of what the 
Boards will encounter in reviewing 1943 
cases then contractors must expect lower 
allowable profit margins than in prior 
years. It should be borne in mind that 
close pricing is only one of the many 
factors to be taken into consideration and 
yet every contractor cannot be penalized 
for not reducing prices because the ex- 
treme application of this principle is 


The Controller, June, 1944 


likely to produce entirely unrealistic re- 
sults. Low costs are of primary impor- 
tance and any pyramiding of costs result- 
ing from high pricing components must 
be stopped. It is almost a certainty that 
all Boards will watch these elements very 
closely this year. 

The next two factors relate to the con- 
tribution of the contractor to the war ef- 
fort and the character of his business. 
Both of these will probably have been 
covered in prior presentations but if there 
are any new phases relating to inventive 
or developmental contributions, technical 
assistance furnished to other contractors, 
or similar pertinent facts, they should be 
mentioned. The Boards are also interested 
in the amount of customer-furnished ma- 
terial entering into the manufactured 
products as well as the responsibility 
therefor. All of these factors, together 
with any others that will help the Boards 
to make fair and equitable determinations, 
should be presented. It cannot be ex- 
pected and it is not intended that any 
specific dollar amount be attached to each 
factor. This has not been done in the 


past and there is no reason to suspect that 
it will be adopted in the future. It is im- 
portant, however, that any claims made 
by contractors on any of the factors be 
presented in adequate fashion supported 
by better proof than most contractors 
furnished last year. 

The results of renegotiation for the 
year 1942 will not be considered as prece- 
dents for 1943 determinations. Each year 
will stand on its own and the facts gov- 
erning the year under consideration will 
guide the Boards in their conclusions, 
Most businessmen realize that it would be 
a grave disaster to limit profits on enter- 
prise capital, and American ingenuity to a 
fixed formula. Likewise, it would be un- 
fair to apply the same percentage of 
profit to all companies within a certain 
group. Each contractor must stand upon 
his own record. The War Contracts Board 
recognizes this and hopes to keep rene- 
gotiation as flexible as possible. If the 
administration of the Statute is continued 
by the same type of men presently en- 
gaged in this work, Government and in- 
dustry alike will be assured of a fair deal. 


Preview of Task Confronting 
Unemployment Commissions 


Unemployment compensation officials 
in Wisconsin are trying to obtain neces- 
sary mechanical office equipment to ex- 
pedite payment of benefit checks. They 
are looking ahead to the time when the 
volume of checks will increase rapidly as 
one of the early phases of the post war 
reconversion period. 

Reference is made, in correspondence 
with the officers of the Milwaukee Con- 
trol of the Controllers Institute of 
America, to “mass unemployment 
which, undoubtedly, will result from 
war time and post war readjustments.” 

Mr. W. S. Pierick, President of the 
Milwaukee Control, has made available 
to the Unemployment Compensation 
Department of the Industrial Commis- 
sion of Wisconsin, of which Mr. Paul A. 
Rauschenbush is Director, some interest- 
ing figures concerning the interest 
which controllers and the companies 
with which they are connected have in 
assisting the Industrial Commission to 
meet the peak load which is anticipated. 

Mr. Pierick pointed out to the Com- 
mission that Wisconsin employers, 
represented by controllers in the mem- 
bership of the Milwaukee Control, em- 
ploy more than 110,000 workers; had 
payrolls of more than 250 million dol- 
lars in 1943; and have accumulated un- 
employment reserves deposited with the 
Industrial Commission totaling more 
than 20 million dollars. 


Mr. Pierick added that fully 70 per 
cent. of the companies whose controllers 
are included in the membership of the 
Milwaukee Control are in war produc- 
tion almost exclusively. 

It is anticipated that tens of thousands 
of workers in Wisconsin may be tem- 
porarily unemployed during the period 
starting shortly before the close of the 
European war, as war production con- 
tracts are reduced or cancelled. 

Mr. Pierick points out that controllers 
and the companies with which they are 
connected are directly and deeply con- 
cerned that the benefits promised by law 
to these employees shall be paid 
promptly when due. 

It is a problem of setting up proce- 
dures within the Industrial Commission 
in readiness for the actual load. It ap- 
pears that the Commission feels that it 
needs about $18,000 worth of new 
equipment, for which it is having 
trouble in securing priorities. It is esti- 
mated that this $18,000 worth of new 
equipment is needed to effectuate new 
streamlined procedures so as to make 
possible the prompt payment of more 
than 18 million dollars in benefits dur- 
ing the initial readjustment period. The 
Milwaukee Control has registered its 
wholehearted support of the efforts of 
the Commission to secure the needed 
equipment, because of its recognition of 
the problem’s importance. 
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Wartime Wage Questions Answered 


Question—“Will wage stabilization con- 
trols continue after the war as a brake 
against wage decreases, and will this not im- 
pede industrial conversion to a Civilian 
economy?” 

Answer—I do not think there will be any 
general wage controls. There will be the 
Fair Labor Standards Act, which will not 
affect many industries because the 40-cent 
minimum will be a good deal below what 
most industries are paying, and there will be 
the controls exercised by collective bargain- 
ing with unions, but I do not think there 
will be any general government control of 
wages after the war. 


Q.—"Will you comment on the degree of 
cooperation management can expect from 
labor in the use of labor-saving machinery 
and improved production processes in order 
to reduce costs, so that labor can be paid 
40 hours’ wages for 30 hours’ work?” 

A—lI think that there is a good chance 
that unions will cooperate in that respect; 
as a matter of fact, in some industries unions 
have taken the lead. In the clothing industry, 
both men’s and women’s clothing, the union 
has actually taken a lead in setting up piece 
rate systems and trying to improve not only 
production methods but also marketing 
methods, 

There are, of course, some cases in which 
unions have opposed labor-saving machinery. 
It is usually not so much complete opposi- 
tion as a desire to participate in the installa- 
tion and to space it so that people who are 
dismissed are displaced gradually rather 
than all at once. If the union is allowed to 
participate in instances where labor displace- 
ment is involved, it is very likely there will 
be good cooperation from labor on that prob- 
lem. 


Q.—''Would you venture a prediction as 
to whether or not there will be an upward 
trend in wage rates for the so-called ‘white 
collar’ labor?” 

A—Well, I am afraid they are not quite 
as badly off as the maids, but in somewhat 
the same situation. On the one hand, they are 
very largely unorganized; on the other hand 
the supply of white collar labor is becoming 
more plentiful as the result of improved 
educational facilities, and so forth. I look, 
really, for white collar workers, including 
professional workers, to gain less in the 
future than manual workers do in terms of 
earnings. I think there will be something of 
a squeeze, if you like, on the unorganized 
white collar groups because the organized 
labor, farmer and business groups will be 
able more effectively to promote their in- 
terests. 


Q—'Could labor be induced to accept 
some fixed percentage of company profits 
(plus a fair basic wage) in place of its usual 
Pressure for higher wages, sometimes with- 
out regard to a company’s ability to pay? 
Could unions be sold that idea?” 

A—Yes, I think that if they could get 
what they consider a fair basic wage, they 
would be glad also to consider taking a share 
of the profits, but I don’t think that they 
would sign a contract which was blank as 
far as basic wages went, just on the chance 
that the profits would turn out all right. 


Q—"Collective bargaining by manage- 
ment on an industry basis assumes present 
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non-union concerns are willing to leave their 
open shop preference. Won't this factor de- 
ter the development of such a plan by 
management?” 

A.—Not necessarily. You do not have to 
have every fellow in the industry in the asso- 
ciation in order to have industry-wide collec- 
tive bargaining. If you have an association 
which includes 50, or 60, or 70 per cent. of 
the employers in an industry, then the wage 
rates which are bargained between the union 
and that association will be adopted almost 
automatically by other firms whether or not 
they are unionized or in the employers’ asso- 
ciation. That tends to be so partly because you 
have to pay that rate to keep the union out, 
if that is your objective, or you have to pay 
just to hold your labor. So it isn’t necessary, 
really, to have complete organization of the 
industry in order to make such a plan work. 


Q.—'Do you not think that postwar in- 
flation will be more likely if labor is given 
higher rates now, even if this money is put 
into bonds and spent at some future date?” 

A.—I think there is a point in that. The 
more postwar purchasing power you build 
up, the greater the threat of possible infla- 
tion. But I have never been convinced that 
having, say, thirty-five billion dollars’ worth 
of postwar purchasing power in existence 
rather than thirty billion is going to be 
enough to tip the scale. Certainly some 
breaking point would be reached at which 
you would be off into an inflationary spiral, 
but I think more important than the amount 
of money is how the money will be used, 
how much of it will be held, and so forth. 


Q.—"Will you express yourself on the 
labor-management development of the war 
period? Do you believe this movement will 
and should be continued postwar?” 

A.—lIn many places labor-management 
committees have worked out excellently and 
resulted in a great many suggestions for im- 
proved efficiency, though in other cases the 
program has worked out much less well. I 
think that where it has worked well, it will 
continue, and will prove to be a useful de- 
vice. I think it should be tied in with col- 
lective bargaining relations with the union. 
I don’t think it is satisfactory as a substitute 
for collective bargaining but if it is properly 
related to relations with the union, I think 
it is a very helpful device. 


Q.—'‘Are not the present difficulties of 
wage stabilization due to failure to freeze 
all prices as of a certain date, agricultural 
and other commodities as well as labor? 
Hasn’t this failure caused an acute unbalance 
between wages and cost of living, and 
caused current agitation for adjustment of 
the ‘Little Steel’ Formula?” 


A.—Yes, I think that is true, that there 
would be much less demand for wage ad- 
justments if the cost of food had been frozen 
at a somewhat lower point. That is a ques- 
tion, of course, of justice to the farm group 
as compared with other groups. The difh- 
culty is, first, to say what is justice, and, 
secondly, the fact that the farmer group 
started the war in a relatively depressed po- 
sition compared with other economic groups. 
Even though their gains during the war have 
been much greater than those of any other 
groups, it is a little hard to say whether 
they are now above a reasonable parity with 
urban dwellers. I think they are probably 
a little bit higher than they should be com- 
pared with other groups, and it might have 
been better if food had been frozen a little 
lower down, but if I were a Congressman 
from a farm state, I might talk differently 
on that. 


Q.—"What I meant to say is, an overall 
freeze against picking out certain things in 
the economy and trying to freeze them—an 
overall freeze, not just food.” 

A.—Yes, I think that would have been a 
good thiag to do if it could have been done, 
but we didn’t do it and here we are. 


Q.—''In the case of one to five million un- 
employment after the war due to return of 
armed forces, will these war workers be 
paid unemployment insurance? What effect 
will it have on the fund?” 

A.—I take it that the question is addressed 
primarily to the question of war workers 
laid off from jobs. They will almost all be 
eligible for unemployment compensation, 
and most of them now, having worked 
steadily for several years, will be eligible for 
a full fifteen or sixteen-week. period. I 
haven't looked into the question of how far 
the funds would be drained if five million 
or ten million workers all started drawing 
unemployment insurance at once. My im- 
pression is that there is enough money in the 
funds to carry quite a few million workers 
for the full benefit period. 

The problem will arise if unemployment 
should last for longer than the fifteen or six- 
teen weeks which the Unemployment Com- 
pensation Funds provide. There will be very 
great pressure to simply extend the benefit 
to twenty-six weeks or forty weeks, and 
keep people drawing unemployment com- 
pensation for a longer time. That, of course, 
would be the best way to bankrupt the funds 
and break down the whole idea of unem- 
ployment compensation. It is not a device 
which can be used to cover unemployment 
for any extended period. It is a stopgap to 
take care of short term unemployment, but it 
can’t do more than that. 





sity in Baltimore. 





WAGES IN WARTIME AND AFTER 


The title above appeared over the paper by Dr. Reynolds, in ‘’The 
Controller’ for May, which he presented at the Fourth War Confer- 
ence in New York on April 3. The answers by Dr. Reynolds, to ques- 
tions raised after he spoke, are covered in these pages. Dr. Reynolds 
is Associate Professor of Political Economy at Johns Hopkins Univer- 


—THE EDITOR 
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Q.— "What can management do to foster 
better relationships when the shop stewards 
as a group do not realize their duties or 
obligations but keep harping about their 
rights. Is education the answer? If so, who 
will do it?” 

A.—That is a very good question. It ap- 
plies to shop stewards, and, on the other 
side, to foremen and other supervisors. It is 
a serious educational problem. There are 
many cases when top management can get 
along quite well with the top people in the 
union, but relations bog down at the lower 
levels. Some unions have tried to meet that 
by setting up schools for their officers and 
shop stewards. The Steel workers have done 
it and I believe the Automobile Workers 
have done it. It is an excellent thing for 
unions and management to try to educate 
people in the lower levels of bargaining at 
each stage. 

I think as far as the shop stewards go, it 
is a union responsibility primarily. Also, ex- 
perience has a very good educational effect, 
and some of these things which are very 
acute in the first few years of collective bar- 
gaining relations, do gradually work them- 
selves out as people learn more about living 
together. 


Q.—"“Where unions such as in the con- 
struction trades insist on maintaining ar- 
tificially high wage scales and oppose con- 
struction methods which would reduce labor 
and material costs, would not the effect be 
to destroy any mass housing program?” 

A.—Certainly it makes it more expensive 
and, of course, the fact that wages and costs 
are so high in the construction industry is a 
standing invitation to prefabrication and 
other types of new low-cost housing. There 
is, however, a certain amount of thinking 
going on about that problem. I have talked 
with some of the people in the building 
trades Unions who are playing around with 
ideas like, for instance, a guaranteed an- 
nual wage with a lower hourly rate. The 
argument for the high hourly rate has al- 
ways been that you work only six months 
out of the year, and some of the unions are 
proposing to construction companies that 
if the company will guarantee to supply 
them work steadily around the year, they 
will take a considerable reduction in their 
base rate. 


Q.—"Would appreciate comment on the 
following, in relation to wage stabilization: 
Government agencies are bidding above go- 
ing wage rates for clerical personnel in al- 
ready tight markets where employers are 
frozen to going rates.” 

A.—I know that is true, and it shouldn't 
be done. It is done mostly by upgrading 
these people, hiring a girl as a CAF-4 at 
$1800 a year when actually her experience 
does not warrant it. That will all end after 
the war. 


Q.—'‘Are there any statistics on compari- 
sons of Army or Navy pay against prior 
earnings of such individuals?” 

A.—I have not seen any overall statistics. 
I have been presented with individual cases 
of workers who were fairly low paid before 
they went in the service and who, as a result 
of dependents allowances, are actually mak- 
ing more money; as a matter of fact, that 
was recently presented to me in a War La- 
bor Board case. The union showed that a 
good many of its members could make 
money by going into the Army, particularly 
if they had four or five children. I would 
guess those are rather exceptional cases and 
in general you take a cut in earnings when 
you go into the services. 


Q.—"What can be done to soften the un- 
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employment situation or the attendant re- 
duction in earnings in the period, relatively 
short, which will immediately follow the 
end of war?” 

A.—That is not the major problem. The 
immediate conversion unemployment will 
probably not be too severe and will be 
helped by the fact that a lot of people will 
want to take vacations anyway and some 
people will retire from the labor market, and 
so forth. The real problem wiil arise later. 


Q.—"Do you believe labor has lowered 
its conception of a full day’s work from the 
viewpoint of effort, than before the war?” 

A.—I do not have any reason to have an 
opinion on that, one way or the other. I 
doubt whether there has been much change. 


Q.—"Please touch on: (1) Philosophy of 
labor not to deliver an honest day’s work: 
(2) irresponsibility of labor leadership.” ’ 

A.—I do not think the business of not de- 
livering an honest day’s work is a matter of 
philosophy. There has from time immemo- 
rial been a difference of opinion between 
employers and workers as to what consti- 
tutes a fair day’s work, and workers have 
found all sorts of ways of not doing any 
more than they think is a fair day’s work, 
That is nothing that began with trade 
unions. That is a much older problem. 

With regard to irresponsibility of labor 
leadership, well, there you have to start out 
by defining responsibility, and you would 
have to go into quite a discussion, which 
there isn’t space.to do. 


Field Warehousing Can Aid Working 
Capital Problems 


In the postwar period of readjustment to the 
conditions of peace, businesses will have an 
opportunity to replenish working capital 
through “field warehouse receipts,” a tested 
but relatively unknown financial device, accord- 
ing to a study released recently by the National 
Bureau of Economic Research. This device may 
help in the disposal of surplus government 
supplies after the war. 

The study, which was made by Professor 
Neil H. Jacoby, Secretary of the University of 
Chicago, and Professor Raymond J. Saulnier of 
Columbia University, reviews and analyzes field 
warehousing and its uses. The financing possi- 
bilities disclosed in the report are of direct in- 
terest to businessmen, warehousemen, bankers, 
and others who are now laying their postwar 
plans. The study is published under the title 
Financing Inventory on Field Warehouse Re- 
ceipts. 

“Field warehousing” covers the storage of 
goods which are pledged as loan collateral on 
the premises of the borrower, but in the cus- 
tody of a third party. Warehouse costs are held 
to a minimum, access to the goods is simplified, 
and the expense of transportation between 
warehouse and the borrower is eliminated. The 
warehouseman takes custody of the goods— 
raw materials, semi-finished, or finished goods 
—on the premises and issues a warehouse re- 
ceipt, which is then turned over to the lender— 
usually a bank—as collateral security. 

Drs. Jacoby and Saulnier point to the ad- 
vantages of field warehousing to firms whose 
working capital has been weakened, whether 
because of a falling off of business, the in- 
creased burden of taxation, or difficulties of ob- 
taining funds through public sale of securities. 

Forty-three per cent. of all field warehouses 
are located in the Pacific and Central states. 
While hundreds of types of merchandise are so 
stored, canned goods, miscellaneous groceries, 
and lumber, timber and building supplies ac- 
count for 40 per cent. of all field warehouses. 
Two-thirds of all the depositors in field ware- 
houses are manufacturers, almost one-third are 
distributors. 


LoANS AVERAGE $40,000 

The typical field warehouse contains mer- 
chandise worth, on the average, between $25,- 
000 and $100,000, and the typical loan against 
the warehouse receipts is approximately two- 
thirds of the value of the deposits. A ques- 
tionnaire survey of commercial banks at mid- 
1941 revealed that the average outstanding field 
warehouse receipt loan balance was $40,000. 

In 1941 about 13 per cent. of all the operat- 
ing and insured commercial banks in the 
United States extended credit secured by field 
warehouse receipts, although the frequency of 
such lending was much greater than this in 
certain areas and much less in others. 


Field warehousing appeals especially to small 
businessmen; most of the concerns financed 
through field warehousing have had total as- 
sets of between $25,000 and $200,000. Many 
of these concerns experience high degrees of 
seasonal fluctuation in their working capital re- 
quirements, and find field warehouse receipts 
financing to be advantageous because the 
amount of credit is thereby geared closely to 
working capital needs. Other concerns use this 
basis of financing because their operations are 
expanding rapidly and they need credit in 
amounts larger than can be obtained without 
collateral security. The fact that the typical field 
warehouse has a duration of three to five years 
suggests that many concerns make use of this 
financing device temporarily, until abnormally 
large inventories are reduced to normal pro- 
portions, or they are able to build up more ade- 
quate equities or to obtain capital or credit on 
another basis. 


SURPLUS COMMODITIES DISPOSAL 


Disposal of surplus government merchandise 
after the war, a matter now of growing con- 
cern to businessmen, may be aided by the facil- 
ities of field warehousing. 

Apart from this, the authors hold, the prac- 
tice of field warehousing is likely to spread 
after the war if the postwar era is one of high 
levels of production and is characterized by the 
rejuvenation and growth of new and small 
business enterprises. 

Collateral loans are not new in American 
banking, the book states, but the variety of col- 
lateral is increasing and the number of differ- 
ent kinds of business enterprises borrowing on 
a collateral basis appears to be rising. One fac- 
tor that aids in explaining this expansion is the 
permission given to banks by the National 
Bank Act and the banking laws of many states 
to increase the amount of credit that may be 
granted to an individual borrower where ware- 
house receipts are taken as security. 

The report is the sixth of a series of Studies 
in Business Financing by the Financial Re- 
search Program of the National Bureau of Eco- 
nomic Research. The studies are being made 
under grants to the National Bureau by the 
Association of Reserve City Bankers and the 
Rockefeller Foundation. Banks, companies, 
government agencies, universities, and private 
research agencies cooperated in its preparation. 


MFOA To Meet June 7-9 


The Annual Conference of the Municipal 
Finance Officers Association will be held in 
the Hotel Cleveland, in Cleveland, on June 
7, 8, 9, and will combine a program of dis- 
cussions and formal talks. 
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/ 
(‘we no hero 


I never had any illusions that this 
war was going to be a pushover. 
I knew the day would come when 
they’d have to call even us — the 
pre-Pearl Harbor fathers. 

Well, I’ve been called. I don’t 
like leaving my wife and kids. 
But I’m in and, while I’m in, I 
won't be seeing much of my 
family. So there’s only one 
thing for me to do: Help get this 
war over — fast. 


It’s not going to be easy. Even 
if they sit me behind a desk. Or 
if they stick a gun in my hands. 
It’s not going to be easy — think- 
ing of home. 

But whatever I’m asked to do, 
I’m going to be the best damn 
soldier I know how to be. [’m no 
hero. .. . ] just want to get home 
as soon as I can. 

That’s what you folks want, 
too. Want all of us home. 
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Every job I do, be it shooting 
Japs or doing K.P.— so long as I 
do it well — chips off a minute of 
the time we’re away. 

And when you buy a U.S. War 
Bond you’re chipping off min- 
utes, too. That’s everybody's job! 
So let’s keep at it! 

Let’s all go on “chipping”— 
minutes, hours, months — until 
we're all together again! Buy 


bonds — an extra one today! 


This advertisement prepared and space furnished by Fe!t & Tarrant Manufacturing Co., Chicago, sole makers 0j Comptometer Adding-Calculating Machines, 


N.W. AYER & SON 
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Seventh] Midwestern Regional Conference of Controlls 











Controllership established a new “high” 
in St. Louis on May 1-2, 1944, on the 
occasion of the Seventh Midwestern Re- 
gional Conference, at the Hotel Jeffer- 
son, under the sponsorship of the St. 
Louis Control of The Controllers Insti- 
tute of America, when more than 500 
controllers and financial officers gathered 
from 25 states in a two-day series of de- 
liberations on current economic and finan- 
cial problems. 

The Conference, under the general 
chairmanship of Mr. D. M. Sheehan, 
comptroller of Monsanto Chemical Com- 
pany of St. Louis, was preceded on Sun- 
day afternoon, April 30, with a Reception 
for delegates in the Crystal Room of the 
Hotel Jefferson. That evening there were 
scheduled, in addition, meetings of the 
National Board of Directors of The In- 
stitute and of the National Education 
Committee. 

The Conference was opened formally 
on Monday morning with a message of 
welcome by Chairman Sheehan, who then 
introduced the chairman of the morning 
session, Mr. O. J. Gurwell, division con- 
troller of Thompson Products, Inc., of 
Detroit, arid president of the Detroit Con- 
trol of The Institute. 

Employment and labor problems was 
the theme of the morning program. The 
Opening presentation was by Mr. F. W. 
Rising, general manager, Automotive and 
Aviatéon;.Parts Manufacturers, Inc., De- 
troit, who discussed ‘Postwar Employ- 
ment Problems,” pointing out that: 


“Cold logic may indicate that when we slip 
back from our wartime boom peaks of produc- 
tion we will see some millions of job-seekers 
looking for paychecks which nobody offers. Yet 
the average man and woman in this country 
expects full employment to go on unchecked, 
and looks to the government to see to it that 
jobs ave provided if private management can’t 
carry the load. Logic may indicate that wage 
rates will decline, yet there is undoubted de- 
termination on the part of union. leaders to 
keep them up where they are now—or at what- 
ever higher level may be obtained during the 
course of the manpower shortage. 

“Unions hope that wartime wage rates may 
be established as the normal thing. They hope 
that such wartime “extras” as bonuses and in- 
centives; extra pay for vacations not taken; 
guaranteed annual pay whether the worker is 
idle or not, sick-leave allowance whether needed 
or not, substantial dismissal pay and other 
Similar grants will be continued during post- 
war. They hope that management earnings 
will be restricted so that no one can clear 
more than $25,000 a year. They hope that 
taxes will bear most heavily on the $10,000- 
and-up people and progressively lighter below 
that until the $3,000-and-under people are not 
taxed at all. And they hope that hours of 
work may drop progressively as more men 
enter the employment market, with a national 
30-hour standard as the desired goal. 


"T think it is obvious that jobs for veterans, 
and for even the present working force, cannot 
be guaranteed in thousands of plants which 
are running full-blast under wartime conditions, 
but which will wither and decline in peace. 
The hopes expressed in the Selective Service 
law, and now being further expressed in com- 
pany pronouncements or union contract clauses, 
may be dashed on the rocks of economic ne- 
cessity. I am frightened by the possibilities of 
confusion that may reign when the returning 
service men discover there is a contest on for 
jobs. Consider the case of the employer whose 
working force used to average 25 persons, 
and who now has 600 workers, and whose 
service flag bears the not unusual cluster of 
125 stars. When peace comes, this employer's 
average job-offering capacity is not ltkely to 
be more than twice what it was before the 
war—or around 50 jobs. How about the men 
returning from the wars who believe they have 
an. A-1 priority on a job in that shop? 

“The average American is afraid of being 
thought unpatriotic if he expresses such opin- 
ions. In spite of this feeling, it would be far 
more fair to the war veterans if we tried to 
do an honest, thoughtful job of planning than 
to kid them all into feeling that jobs in plenty 
await them all.” 


GOVERNMENT REGULATION 


The outlook on government regulation 
of employment, stabilization and social 
security was the subject of a paper pre- 
pared for presentation by Dr. Samuel M. 
Stevens, president of Grinnell College of 
Grinnell, Iowa. 


“Total war,’ Dr. Stevens stated, “has re- 
quired total control. The last prerogatives of 
management have been stripped from it. I do 
not know of a single area in which the lead- 
ers of business and industry are entirely free 
to use their initiative without reference to 
the directives and regulations of some gov- 
ernment agency, We have justified these re- 
Straints in the name of victory. We have en- 
dured the frustrating and inhibiting controls 
in the interests of patriotism. We have been 
long suffering and have endured this hardness 
because there has existed the hope that when 
victory has been gained industry and business 
will have by their patriotic participation in 
the war effort gained the right to a fifth free- 
dom. This freedom is the privilege of private 
business and industry within broad limits to 
make a profit, to regulate itself, and to have 
its success or failure depend upon its power 
to compete in domestic and foreign markets. 

"I believe that this hope on the part of 
business and industry is an illusion. The logic 
of events would indicate that it can never be 
realized. A wise old philosopher one time said 
‘hope deferred maketh the heart sick’ This 
truth is being borne into the minds of our 
American business and industrial leadership 
with devastating effects at the present time. 

“The fact is that the outlook on government 
regulation. of employment, wage stabilization, 
and social security is that there shall be more 
rather than less of it. During the immediate 
postwar period one can imagine no greater 
chaos taking place than that which would 
occur if all of the restraints and controls now 
operating in our economy were removed. There 


will have to be some allocation of authority 
for raw materials. A period of time must elapse 
before the processes of production. and re- 
covery of essential raw materials for domestic 
economy can be safely turned back to an un- 
regulated pattern of supply and demand. Too 
much of the necessary materials come from 
too many far distant places in the world. In- 
ternational regulations, to say nothing of na- 
tional control, will be imperative if a broken, 
destroyed and hungry world is to be equitably 
served in relation to its needs. 

"If the history of the development of social 
legislation in other countries, such as Sweden, 
Norway, Denmark and England, is any indica- 
tion of what will happen here, we may expect 
the following types of additions or elaboration 
of our existing social security pattern. Greatly 
extended unemployment compensation, guar- 
anteed termination insurance, increased old age 
benefits, pensions for widows and orphans and 
a vast program of health service. In addition 
it seems likely that the Federal Government 
will undertake a long time program of sup- 
plemental education. which may ultimately su- 
persede in its importance everything that we 
now have in privately endowed and state sup- 
ported education.” 


The Monday luncheon session, under 
the chairmanship of Mr. J. E. Roantree, 
comptroller of Anheuser-Busch, Inc., St. 
Louis, and president of the St. Louis Con- 
trol, heard an address by Mr. Jay Allen, 
foreign correspondent, on ‘The European 
Theatre of War.” Mr. Allen was pre- 
ceded by Mr. Roy C. Schroeder, deputy 


_ comptroller of the City of St. Louis, who 


presented an address of welcome. 


“Although we are winning the war,” Mr. 
Allen said, “our victory would not be com- 
plete without a stable peace. And I am afraid 
that we are winning the war before we are 
prepared in our minds for the terrific re- 
Sponsibilities of the peace. We have not found 
out yet why we lost the last peace. We argue 
dead issues, like internationalism versus isola- 
tionism. This was never an issue. The issue 
was always between participation. in world 
affairs—through trade and investments and 
the political influence which trade and invest- 
ments creates—with or without responsibility. 

“We live in a competitive world, in which 
the accoustics are good and the visibility high. 
We can no longer count on quote conservative 
unquote forces in Europe and Asia to keep 
quote order unquote. We—or many among 
us—counted too long on the Axis for that— 
and look at the results. Our power will be 
great, but it will not last forever. 

“Our greatest power, our true influence as 
always, will be through the contagion of ex- 
ample. We will give this system of ours a 
new life, a new sheen, and sell it to peoples in 
bewilderment, or the world will not wait upon 
us any longer.” 


PosTWAR CONDITIONS 


Financial and economic postwar condi- 
tions featured the Monday afternoon de- 
liberations over which Mr. K. Y. Siddall, 
comptroller of The Proctor & Gamble 
Company of Cincinnati, and president of 
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§. Louis Set New “Highs” in Program 


and Attendance 
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the Cincinnati Control of The Institute 
presided. 

“I believe in postwar planning, but 
not in a postwar plan,” the opening 
speaker, Mr. Wesley McAfee, president 
of Union Electric Company of Missouri, 
St. Louis, declared. 


“This is particularly true in business, for 
once we have put all the elements together into 
a concrete plan we make a psychological com- 
mittment, From then on we have instinctively 
turned our energies from planning to defend- 
ing the plan we have devised. We lose much 
of our imagination and most of our flexibility. 
Of course, a time comes when we must base 
a plan. on our best judgment and believe in it, 
defend it and strive to carry it to success. But 
we are not yet, in my judgment, in possession 
of the basic facts which will permit us to 
make a sound plan for long-range application. 

“Here are some of the fundamental things 
which management must know before commit- 
ting its enterprise to a definite course: 

1. What is to be the basis of our tax pol- 
icy? Will it permit of adequate rewards to 
justify taking risks? 

2. What are to be the conditions under 
which world trade is conducted? There is a 
really hard problem. Many see a surer basis 
for peace and ultimately a better distribution 
of the world’s goods if free trade is estab- 
lished. I believe they are correct. But by long 
established tariff subsidy we have induced the 
investment of much wealth in. pursuits which 
cannot successfully compete in world free trade. 
More important than that we have induced 
thousands of workmen to accumulate skills 
which they cannot use under free trade—Are 
we willing to throw these people out of work 
and let them seek employment as common la- 
borers in. order to obtain a benefit some time 
in the future? Under our government it is not 
sufficient that a proposition be. sound, it must 
also be popular. 

It appears desirable to raise living standards 
of other people toward those we in this country 
enjoy. Free trade would help do that. How- 
ever, in seeking a level the high comes down 
as the low rises toward a meeting point. Are 
we sufficiently generous that popular support 
can be found for such a process? 

3. What technological and scientific prog- 
ress has been made, but not disclosed because 
of war, which may affect our businesses? 

4. Last and possibly most important what, 
when we are able to settle down after the 
turmoil of war, is to be the attitude of the 
majority and consequently the philosophy of 
the government it supports, toward the con- 
duct of business.” 


Redistribution of surplus war materials, 
plant and equipment was the subject of 
the paper presented by Mr. L. M. Nich- 
ols, chairman of The Institute’s Commit- 
tee on Postwar Controllership Problems, 
in which he said that “‘all contracting 
services or other government distribution 
agencies should operate under uniform 
policies and methods. If orderly redistri- 
bution is not provided for, unethical Op- 
portunists’ bargain-selling methods will 
Patalyze legitimate markets for many dur- 


able and consumer goods for from two to 
ten years. This would cause insolvencies 
and mass unemployment, with a “panic 
psychology” affect on other consumers 
who would hold back on buying for fear 
of being unemployed themselves.” 


PosTWAR COOPERATION 


Business and government cooperation 
for postwar prosperity was then consid- 
ered in a paper by Dr. Nathaniel R. 
Whitney, economist of The Proctor & 
Gamble Company. 


After the war,” Dr. Whitney said, “we 
will need jobs for 9 million more persons than 
were employed during the moderately pros- 
perous year of 1940 if we are to have rea- 
sonably full employment. We shall not need 
that many to supply our postwar consumer 
wants, in view of the increase in industrial 
efficiency during the war. What we need is to 
have a large portion of that number to devote 
themselves to producing facilities and equip- 
ment, capital goods, rather than goods for im- 
mediate consumption. That process, in turn, 
will provide the purchasing power for an in- 
creased demand for consumer goods and service 
and for an increasing number of people to 
produce them. 

“But no one can now say with any degree 
of accuracy what types of consumer's goods 
will be in greatest demand five or ten years 
after the war. Will it be automobiles, air- 
planes, radios, household appliances—or some- 
thing entirely new and different? Whatever 
consumer wants may exist at that time, it is 
certain. that they will, to a considerable degree, 
be created or promoted by advertising, sales 
effort and social emulation. The outcome for 
any individual enterprise will, however, by 
no means be assured. This is the sort of situa- 
tion which calls for free private enterprise. 

“Any program looking to the maintenance 
of employment over the long run. must be 
based in part on plans to raise the productiv- 
ity and the standard of living in the backward 
nations. Such an objective would offer dazzling 
possibilities to our young enterprises and 
would increase the demand for our wage earn- 
ers to serve both at home and abroad. But 
such projects will not readily be undertaken 
unless they are aided and encouraged by the 
government, which is the only effective agency 
through which a large number of our people 
could unite on a far-reaching, international 
economic program. 

“While government should be slow to en- 
ter upon economic activities which might, 
under private enterprise, yield even a modest 
return, there may be situations where the 
prospect for earnings is so slight—and the 
community need for the project is so great— 
that it would be a mistake to wait indefi- 
nitely in the hope that private enterprise will 
undertake the task.” 


ABANDON LEND-LEASE 


The closing address on Monday after- 
noon was by Mr. Alexander N. Gentes, 
vice-president of Guaranty Trust Com- 


pany of New York, who discussed the 
financial aspects of future world trade. 


“Lend-lease must be abandoned,’ Mr. Gentes 
pointed out, “as soon as possible after the 
war is won, unless we are willing to part with 
our resources without compensation during the 
postwar period. This involves returning to an 
exchange of goods and services as a means 
of creating dollar exchange to pay for the 
bulk of our exports. In fact, if the export 
trade of the United States is to function on a 
sound basis in the future, it must be paid for 
almost wholly by dollar exchange resulting 
from the purchase abroad of goods and serv- 
ices. 

‘In the 1920’s we made available substan- 
tial amounts of dollar exchange by extending 
loans (mostly of a non-productive nature) to 
foreign governments through private channels. 
In many cases the results to private. investors 
were rather disastrous. In the 1930's we dis- 
continued private loans, but took gold from 
abroad for our exports, with the result that 
we hold a large proportion of the gold stock 
of the world. In the 1940's we inaugurated 
lend-lease.” 


CONFERENCE BANQUET 


More than. 700 delegates and their 
guests filled the Gold Room of the Hotel 
Jefferson for the Conference Banquet on 
Monday evening to hear Mr. W. R. 
Wills, news analyst and former foreign 
correspondent, speak on the Japanese 
home front. Drawing upon his fourteen 
years’ experience as a resident of Japan, 
during which time he was etal in 
newspaper work and as correspondent 
of the Columbia Broadcasting System, 
Mr. Wills bluntly told his audience that 
the United States has not even made a 
good start in its war against Japan. 


“The Japanese,” he said, “are fully prepared, 
spiritually and physically, to stay with this 
struggle as long as the United States. Some- 
times I even think, in some ways, she is bet- 
ter prepared than we are. She is better pre- 
pared because the very foundation of Japan's 
national philosophy of Shintoism, is self de- 
nial and self-sacrifice. Therefore the whole 
nation is prepared to give up everything to 
win the war.” 

The speaker issued a ringing challenge to 
United States strategy which relegates Japan 
to a secondary position in our war plans, 
and in no uncertain terms criticized the over- 
emphasis placed upon the victories so far won 
by us in the Pacific. “These are certainly splen- 
did accomplishments,” he said, “but they must 
be placed in their true perspective. We have, 
so far, not. touched a single vital spot in the 
Japanese Empire, and until we do Japan will 
be able to exploit and consolidate her early 
conquests of the war to her decided advantage 
later on.” 


“After the War—What?” was the title 
of the feature address by Mr. Stuart 
Chase, author of many books on social 
and economic problems. 


“Assuming that full employment,” Mr. Chase 
said, “is the aim of our national policy, there 
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are, theoretically, four ways to achieve it—(1) 
by a completely rationed society, in which the 
citizens are assigned to work as in the army; 
(2) by a completely socialized society, where 


the state owns most oj the industrial and agri- 
cultural plant; (3) by a compensatory economy, 
where the business men largely own and oper- 

Ss. ate the means of production, with the govern- 
ment underwriting full employment through 
control of financial machinery, public works 
and social security; and (4) by a free com- 
petitive society, where the government acts 
as umpire only. 


“Rationed and socialized economies are 
highly unpopular with the American people. 
They might give us groceries, but we cer- 
tainly would lose free speech. The fourth so- 


ciety has been rendered impossible by the 
| growth of monopolies, cartels, trade associa- 
di oaeeiieiittiaiaas tions, farm blocs, labor unions. Probably one- 
half of all our goods have left the free com- 


petitive market, and their prices are now con- 
trolled to a degree by some kind of monopoly 
or agreement to restrict output. 

“Therefore, the compensatory economy is 
orobably the next step for America. The state 
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possibl by financing local projects like hous- 
ing, 5: Clearance, super-highways, parks, 
playgro. -ds, urban re-development, conserva- 
DIEBOLD INCORPORATED e CANTON 2, OHIO tion. Te should be no more raking leaves. 
. Standara vages should be paid. The job should 
make the vorker feel important, not a recipient 
of charity 
3, The federal government insures a mini- 
mum stan awa of health and decency by an 
extension of social security to every citizen. 
Social security puts a floor of purchasing power 
under the whole economy.” 





Mr. John C. Naylor, vice-president and 
comptroller, Pet Milk Company, St. Louis, 
and president of The Controllers Institute 
of America, presided at the Conference 
Banquet. 


War CONTRACT PROBLEMS 


The second day of the Conference 
opened with a s2ssion on contract termi- 
nation and renegotiation, under the chair- 
manship of Mr. L. D. McDonald, vice- 
president of The Warner and Swasey 
Company, Cleveland. The four papers 
presented at this time are presented in 
this issue of THE CONTROLLER. 

Following the Tuesday luncheon, of 


Sy ne 
which Mr. J. A. Donaldson, vice-presi- 
dent, Butler Brothers, Chicago, was chait- 
man and at which the speaker was Colo- 


nel Willard T. Chevalier, publisher of 
“Business Week,” the Conference closed 


“Systems to Fit the Routine’ 
om oe TRA-DEX FLEX-SITE with an afternoon program, of which 
Mr. F. P. Hagaman, comptroller, Stand- 
ard Oil Company of Louisiana, Baton 
Rouge, was chairman. 

Federal tax law changes were discussed 
by Mr. George C. Ellis, C.P.A., who 1s 


Rotary Files Vertical Visible Files Visible Book 
READY FOR IMMEDIATE DELIVERY 
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YOU'LL WANT SALES REPORTS 
OF EVERY DESCRIPTION 


When you “go to market” again you'll 
find everything changed; an entirely 
new set of sales problems will face you. 
The migration of population has made 
all market studies obsolete. Your old 
competitors will offer new models. New 
competition will be nibbling at your 
old-established accounts. Will the 
market demand higher- or lower-priced 
models and styles? These and a hundred 
other important problems will face sales 
managers before long. 


Have you considered putting your Sales 
Analysis section in order before the day 
the answers are needed? Keysort 
produces sales reports of every 








description easily through a simple 
routine. 





chairman of the Committee on Federal 
Taxation of the American Institute of Ac- 
countants. 


Tax PROBLEMS 


“A major factor in the present dilemma,” 
Mr. Ellis said, “is the fact that our tax system 
has developed without any clear basis of tax 
policy as a framework within. which to build. 
Statutory changes have been numerous—more 
than 20 major ones—but these have been piled 
one on top of another within the existing 
structure until, like Topsy, the tax system has 
just ‘growed.’ The natural result is that the 
system lacks a few well-developed rules or 
principles which could remain in more or less 
permanent form, and upon which the taxpayer 
could rely. Oftentimes new provisions have 
been added which have not been properly in- 
tegrated with the other parts of the tax sys- 
tem. 

“The primary emphasis has quite normally 
been on revenue raising measures, but too 


frequently enactment of specific measures has 
been motivated by the policy of short-term 
expediency, often. without regard to the long- 
range tax effect or economic consequence. 

“There is a lack of correlation between the 
various taxes, such as the corporate income 
tax and the individual income tax; and lack of 
integration between the estate tax and the gift 
tax, and lack of coordination between federal 
state and local taxation. Measures are enacted 
largely on the basis of expediency, such as the 
employment of that unscientific guessing game, 
the capital stock tax, at a time when revenues 
were low, and similarly the undistributed 
profits tax. 

“The lack of correlation between state and 
federal taxation. has resulted in overlapping 
of federal taxes, such as the estate tax, with 
the resulting duplicate administrative costs.” 

In an address on the tax structure after the 
war, Mr. James L. Wick, editor of Prentice- 
Hall’s “What's Happening in Washington?”, 
said: “Businesses which have profited greatly 
during the war will enter the peace with what 
amounts to a huge carry-back reserve. New 


businesses, many of them to be started by ye. 
turning soldiers, will lack this advantage, 
Heavy pioneering losses to be incurred woyld 
be offset if a new concern were allowed to 
carry-forward losses for 5 or 6 years. Another 
plan would make longer carry-forward unj- 
versal—6-year carry-forward and 3-year carry. 
back, or 5-year carry-forward and 2-year carry. 
back. The British allow losses to be carried 
forward for 6 years. 

“Depressions are partly the result of pre- 
ceding booms. One proposal to discourage ex- 
cess of booms and depressions is to reduce 
inventory speculation by disallowing carry-back 
and carry-forward for inventory losses, 

“Another proposal is to discourage the pur- 
chase of capital goods during booms by tax 
concessions for their purchase during depres- 
sions. Credits would be allowed to firms which 
spend depreciation reserves when. their profits 
fall below 50 per cent.—or some other speci- 
fied percentage—of preceding 5-year average. 
Most companies suffer setbacks in profits when 
general business 1s poor, so the criterion, 
though individual, usually will designate de- 
pression years. 

“Investment in new equipment would be 
stimulated by doubling present depreciation al- 
lowances. Risks would be reduced if the write- 
off could be completed during the period when 
usefulness can be forecast. 

“All agree that risk-taking, the road to prog- 
ress, must be encouraged. The current double 
system of taxation—taxing profits to the cor- 
poration and also dividends to the stockhold- 
ers—should be abandoned. The income from 
risk-taking capital 1s the only form of income 
which is consistently subjected to double taxa- 
tion—yet it is the most important form of 
business income to encourage if we wish to 
keep our economy going.” 


The closing paper at the Conference 
was presented by Mr. E. N. McDermott, 
of McDermott, Will and Emery, Chicago 
attorneys, whose subject was ‘Pension 
Plans and Retirement Trusts.” 


“There are,’ Mr. McDermott stated, “no 
immediate prospects of substantial change in 
the law or regulations, although they may be 
amplified somewhat. The difficulties in the 
present law and its administration are: 

1, It practically eliminates profit sharing and 
incentive plans in the real sense, in that the 
limit on contributions is based on compensa- 
tion paid to the employees rather than on the 
profits produced. 

“2, The provision prohibiting ‘Discrimina- 
tion’ has resulted in an administrative snarl. 
Thus, we have had the law on the books for 
approximately eighteen months: it was nine 
months before we had any regulations, and 
we still have regulations that are inadequate 
as applied to profit sharing. Only last week 
additional rules were promulgated, which may 
even require revocation. of rulings already is- 
sued, It now takes six to eight months for a 
plan to be approved, and in addition audits of 
1942 and 1943 returns are now in progress and 
the same personnel has the job of reviewing 
23 (p) deductions. It is said that, in one 
office, rulings under 165 (a) have been re- 
duced 50% on this account. It is obvious that 
approval of plans submitted and yet to be 
submitted may be deferred beyond December 
31, 1944, which will necessitate a further ex- 
tension of time within which rulings may be 
obtained. 

"While the law in operation. hasn’t proved 
too satisfactory, the Bureau has made a sin- 
cere and honest attempt to apply the law. 
There has been pressure in and out of the Bu- 
reau to fix rules, which tends to avoid the 
exercise of that ‘discretion’ which the law in- 
tended.” 
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KARD-Sire, Remington 
Rand’s offset visible filing 
system, puts thousands of 
records within normal reach 
and sight of the operator, 
providing in highest degree the op- 
erating economies this type of sys- 
tem affords. 


SPEED of posting steps up amaz- 
ingly. The dual visible margins of this 
card record system with its compact 
filing arrangement reduce “finding” 
time to fifty percent of that re- 





KARD-Site Portable Unit. Instantly usable 
by executives requiring facts at a glance. Valu- 
able for reference use on a conference table. 
Ideal for hand-posting on operator’s desk. 


OFFSET VISIBLE 
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EVERY CARD in SIGHT 
and WITHIN REACH 


«=the perfect 


record system 


quired with ordinary “‘blind”’ filing. 


NO MORE “thumbing”. No “fum- 


bling’. The exact location of every 
card is clearly indicated. And with 
greater speed comes more accuracy. 
The position of “out” cards is visibly, 
unmistakably signalled to prevent 
misfiling and loss of records. 

ANOTHER advantage is the auto- 
matic “‘lock-down”’ feature exclusive 
with the KARD-SireE Index Guide. 
Guides can’t ride up to obscure those 


behind them. KARD-SirE saves 






259 









% ACCOUNTS RECEIVABLE 
30 Day or Open Account Ledger 


% INSTALLMENT LEDGER 
Weekly or Monthly 


% STOCK CONTROL 
and Other Records 


floor space too... it offers the largest 
capacity of any offset visible system 
per floor space occupied. 


LET a Remington Rand Systems 
and Methods Technician study your 
record keeping problems. Backed by 
the most complete line of vertical and 
visible systems, his wide experience 
will reveal the most practical solu- 
tion, both in form design and hous- 
ing equipment. 


Write, wire or telephone our nearest 


Branch Office today. 





COPYRIGHT 1944 





SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 
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Reviews of Recent Publications 








Our 1914-1922 Economy 


“THE EFFECT OF WAR ON BUSINESS 
FINANCING, MANUFACTURING AND 
TRADE, WORLD WAR I,” by C. H. Schmidt 
and R. A. Young. Published by The National 
Bureau of Economic Research, New York 23, 
N. Y 

This paper is one in a series published by 
the National Bureau of Economic Research 
in connection with its Financial Research 
Program conducted under the general title 
“Our Economy in War.” This particular 
study was made by Charles H. Schmidt and 
Ralph A. Young of the National Bureau's 
staff and the faculty of the University of 
Pennsylvania. Funds for the work were pro- 
vided by special grant to the Bureau by the 
Carnegie Corporation of New York. 

World War I had many wide-spread ef- 
fects on the financial activities and prac- 
tices of manufacturing and trading enter- 
prises operating in the period 1914-1922 in 
the United States. Those effects, together 
with an analysis of the factors and events 
which gave rise to them, are set forth in a 
clear and readable manner in the paper 
under review. As the authors so fairly and 
frankly record, however, the data document- 
ing the findings is limited both by the 
amount of authoritative statistics available 
for the research and by the more general 
condition deriving from the fact that the 
period 1914-1922 was one in which cor- 
porate reports were just beginning to be 
made to government and public agencies. 
This latter fact can be associated directly 


with two events, the first income tax law 
and the establishment of the Federal Reserve 
System in the year prior to that which be- 
gins the period of this study. This inade- 
quacy of material, obvious of itself but em- 
phasized again and again throughout the 
pamphlet, detracts considerably from its ef- 
fectiveness. 

The outstanding reaction to a careful read- 
ing of the paper is one which was probably 
not intended by its creators, viz. a distinct 
feeling of gratification mixed with con- 
fidence, as it is realized how far America 
and American businessmen have come in 
their economic thinking’ and planning in 
World War II, as compared with World 
War I. The analytical and interpretive find- 
ings strike the reader as being very amateur- 
ish and too obvious to warrant so protracted 
a research. 

As an historical paper the document has 
merit in that it assembles and simplifies 
much factual material, but as a thesis in- 
tended to throw light on the present state 
of affairs and their future implications, it has 
little appeal. This is doubtless due to the 
totally different conditions under which we 
are managing our business economy in this 
war. One cannot avoid the feeling that 
there is little to be gained from a reading 
of this study, possibly for the reason that 
the lessons have long since been applied. 

The study portrays the shortcomings and 
shortsightedness of business practices (finan- 
cial and commercial) in the period 1914-1922 
and brings those weaknesses into bold relief. 


Those. shortcomings and _ excesses have 
largely if not entirely been shifted in this 
day, however, into the field of government 
responsibility and government regulation. 
What transpired under a vastly different set 
of circumstances thirty years ago appears as 
not having much current importance. One 
learns from the paper that which was already 
widely recognized long since, namely, quot- 
ing from the document, “In brief, businessmen, 
bankers and public officials have simply raised 
their sights on the future too high and in so 
doing had overlooked immediate realities,” 

For the usefulness which attaches to sup- 
plying limited historical and factual ma- 
terial for supplementary studies, or for 
purposes of staggering contrast in the two 
periods 1914-1922 and the current war era 
the paper has value. However, the conclu- 
sions and interpretations set forth appear 
too elementary, possibly because they have 
long been fairly well known to businessmen, 
bankers and public officials, to constitute any 
great contribution to current economic lit- 
erature. 

Reviewed by Haro tp C. Srott. 


Office Operations Considered 


Two papers on phases of office manage- 
ment, of interest to controllers and financial 
officers, were recently presented at meetings 
of the National Office Management Associa- 
tion. ‘Postwar Planning in the Office” was 
the subject discussed by E. H. Conarroe, of 
Metropolitan Life Insurance Company, New 
York, at a recent meeting of Noma’s Pitts- 
burgh, Rochester, and Philadelphia units. 
“An Auditor’s Views on Office Operation” 
was delivered at the Toronto Chapter’s meet- 
ing on January 26, by D. H. McCannell, of 
the firm of Robertson, Robinson, McCannell, 
and Dick, chartered accountants of Toronto. 








analysis. 


DETROIT 


@ Sales Analyses 








CHICAGO 


MONTREAL 


®@ Inventory and General Calculating Service 
® Market Research and Questionnaire Tabulations 


POST-WAR PLANNING 


Any post-war planning requires a great deal of statistical 
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EFFECT OF FEDERAL TAXES ON GROW- 
ING ENTERPRISES. Study No. 1, The Lock- 
heed Aircraft Corporation. By J. Keith But- 
ters and John Lintner, Division of Research, 
Graduate School of Business Administration. 
Published by Harvard University, Soldiers 
Field, Boston, Massachusetts. 50 cents. 

This study, the first in a new series, shows 
the possible effect of the anticipated high 
postwar federal taxes on the formation and 
growth of new enterprises in the postwar 
period. In no way does it refer to war tax 
problems. The specific problem is to deter- 
mine whether the growth of small—from a 
comparative angle of the amount of new cap- 
ital desired or investment needed—and_in- 
dependent firms will be possible under post- 
war taxes. Will such a tax structure seriously 
impede business expansion, and if so, how, 
and to what extent? 

Although the authors relied for their data 
on facts found in published sources, the early 
history and the alternatives that confronted 
the management are clearly presented. These 
alternatives, which might beset any enterprise 
were: (1) the safer policy of continuing pro- 
duction of an existing plane, or (2) the more 
risky and venturesome policy of developing 
and producing a new plane, the Electra. The 
management decided on the “risk” policy. 

Particular emphasis is given to Lockheed’s 
financial position in 1933 and 1934 as well 
as the effect and implication of stock issues 
upon management control. The corporate in- 
come tax rate during 1932-1934 was relatively 
low, namely, 1334 per cent. Likewise, indi- 
vidual income taxes were much milder. In 
1934, the company sustained a net deficit of 
$191,000 and had the two-year carry-over of 
losses been in effect, it could have offset its 
1935 income, accordingly. 

It is contended that an arbitrary tax of 40 
per cent. on corporate earnings would have 
drastically reduced profit potentialities. This 
contention is sound. The government would 
have been guaranteed 40 per cent. if the ven- 
ture were successful. But were it to fail, 
then, Lockheed having no other income against 
which to offset Electra losses, the entire losses 
would have been borne by the stockholders. 

A unique presentation is made of “profit 
expectation” based on (1) no income tax, and 
(2) an assumed 40 per cent. tax. The average 
profit expectancy is 30 per cent. and 2 per 
cent., respectively. However, a large enterprise, 
having other income, would have an average 
profit expectancy of 18 per cent. with a 40 
per cent. tax! All these averages, mathemati- 
cally computed, are based on the same as- 
sumptions with regard to expected rates of 
profits and chances that such rates will be 
earned, 

Since Lockheed barely got through when 
the rates were but 1334 per cent., it is a prac- 
tical certainty that its small capital resources 
would have been inadequate with a 40 per 
cent. tax rate. 

The authors also show the drastic effect of 
high individual income tax rates on the capi- 
tal resources of Lockheed insofar as stock- 
holders are concerned. 

The study contends that the prospective high 
tates would have made impossible the devel- 
opment of the Electra. The authors conclude 
that high corporate taxes reduce employment 
which is ordinarily created by the small and 
independent enterprise, and increase concen- 
tration of our economic activity by throttling 
small growing enterprises. 

They expect to formulate a definitive tax 
Policy as they continue with the series. The 
authors refuse, and wisely so, to commit them- 
selves to tax changes or recommendations on 
the basis of a single study, such as this of 
Lockheed. This is a very worthwhile pam- 
Phlet which merits a careful study. 


Reviewed by PETER Guy EVANS. 
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The answer is a loud and emphatic YES!" 
You'll find this problem and its solution on 
pages six and seven of “ENGINEERING 
YOUR BUSINESS FORMS,"’ a new 
thought-provoking book that graphically 
portrays the proper way to design modern 
business forms. 


Rediform designed forms and business 
systems have accomplished near miracles of 
timesaving efficiency, by eliminating waste 
motions and non-productive office opera- 
tions, for thousands of the Nation's leading 
industries. Six of these interesting ‘“‘case 
histories” are told and illustrated in this 


helpful book. 


Many of these Rediform ideas for produc- 
ing MORE work with LESS help will prove 
valuable to YOUR business. We'd like to 
send you a copy of this book ABSOLUTELY 
FREE. Just drop us a line on your business 
letterhead, addressed to Department 73. 





NIAGARA FALLS, W. Y. 
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plan to provide Business with better machines and 





_ systems so that mailrooms and other departments _ 





may function with greater simplicity and speed. 
New machines have taken shape on our design- 
ing boards and new business control systems are 
in the making... ready for the day when materials 
and manpower are once more available. Look to 
COMMERCIAL CONTROLS CORPORATION for the 
office controls you'll surely need to handle your 


postwar business. 


COMMERCIAL CONTROLS CORPORATION 


Formerly National Postal Meter Company, Inc. 
ROCHESTER 2, NEW YORK 


BRANCHES AND AGENCIES IN PRINCIPAL CITIES 








Positions Open 











Experienced Accountant—Controller 


A midwestern manufacturing corporation 
engaged in war production but with an es. 
tablished peacetime product requires an ex- 
perienced accountant to assume controllership 
functions—general accounting, cost account- 
ing, governmental reports, and the like. Ad- 
dress box number 441, “The Controller,” one 
East 42nd Street, New York 17, New York. 


Controller 


Well established manufacturer of metal 
products in Philadelphia seeks Controller fully 
qualified by training and experience to handle 
all general and cost accounting, with special 
emphasis on standard costs, budgets, system 
installations and other duties usually associ- 
ated with this position. This company is now 
engaged in the production of its normal peace- 
time products as well as handling special war 
contracts. Post-war prospects are good. Give 
education, training, experience, references and 
salary requirements in first letter. Address: 
Box 442, “The Controller,” One East Forty- 
Second Street, New York 17, N. Y. 





| Positions Wanted 











Executive Accountant 


Certified Public Accountant (N. Y.) de- 
sires Opportunity as assistant controller, assist- 
ant treasurer, or auditor of established busi- 
ness. Has had extensive experience in ac- 
counting, auditing, cost accounting and taxes. 
Age 41, university trained. Salary reasonable. 
Position with definite postwar possibilities. 
Address: Box Number 408, “The Controller,” 
One East Forty-Second Street, New York 17, 
NL. 


Senior Supervising Accountant 
Senior Supervising Accountant qualified for 
controllership by twenty years’ broad expe- 
rience. Write: Box 431, ‘The Controller,” 
One East Forty-second Street, New York 17, 
N.Y: 


California Adopts Wartime Wage 
Rule Covering Overtime 

Effective April 15, 1944, California was 
added to the list of states which have adopted 
wartime emergency rules in connection with 
overtime wages. Previously, 35 states had 
adopted a similar rule, as outlined in the list 
published on page 73 of the February issue 
of ‘The Controller.” Action is pending in 
Florida and Tennessee, it is reported. 

The adoption of such wartime emergency 
rules has resulted in premium savings, it is un- 
derstood, on the part of those firms which have 
taken the necessary steps to adjust their pay- 
roll records so that the excess portion of over- 
time wages may be excluded from the prem- 
ium computation in the states where the rul- 
ings have been approved. 


New York State Ruling 
on Renegotiation 

According to a recent statement by the New 
York State Tax Commission, final determina- 
tion of a renegotiation agreement requires the 
signatures of the taxpayer and the authorized 
federal official. As to an agreement concluded 
in 1943 covering 1942 operations, credit may 
be claimed when the next franchise tax return 
is filed. The taxpayer must furnish a copy of 
the renegotiation agreement, affidavit as to date 
signed, amount and year of New York state 
tax used in determining excessive profits, and 
any other data necessary to establish claim. 
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UP IN THE AIR about 
“LABOR LAW” PROBLEMS? 


Here in the CCH LABOR LAW SERVICE is your complete 
and dependable reporter on labor law. It brings together, 
organizes, and keeps always up-to-date the federal and 
state laws on labor and allied topics, including: Wage Crip 
and Salary Stabilization Law, War Labor Disputes Act, 

Overtime Pay Order, National Labor Relations Act, Fair 


Labor Standards Act, public contracts laws relating to 
wages and hours, anti-injunction laws, state labor LABOR q 
relations acts, state wage and hours laws, etc. ; 
Everything is arranged for quick reference or careful LAW 
study in convenient loose leaf binders behind tabbed 

guides. Pertinent court decisions originally reported SERVICE 
currently in loose leaf form are reissued in bound 
volumes as needed, and supplied without extra charge. LOOSE LEAF 


ALWAYS UP-TO-DATE 
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ComMERCE) CLEARING; HOUSE; INC., 


PUBLISHERS OF LOOSE LEAF LAW REPORTING SERVICES 





NEW YORK 1 CHICAGO 1 WASHINGTON 4 
EMPIRE STATE BLDG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 
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Third of “V” Loans Cover Contracts 
Later Canceled, F.R.B. Reports 


The Federal Reserve Board reported April 
7, on the second anniversary of its ‘“V’’ loan 
program, that nearly a third of its $7,484,- 
000,000 in guaranteed loan authorization in- 
volved canceled war contracts, the Associated 
Press reported. 

So-called “VT” or termination loans de- 
signed to free working capital tied up by 
settlement claims, totaled $2,001,000,000 on 
February 29, latest date for which figures 
are available. 

Reviewing operations of the entire loan 
guarantee program, the Board said only 
about $2,000,000,000 actually had been bor- 
rowed under it, leaving industry with $5,- 
500,000,000 in guaranteed credit outstanding. 
Nearly $2,000,000,000 more have been 
loaned by banks without government back- 
ing, the Board said. 

It added that of the 5931 loan guarantees 
authorized 18 per cent. have been for $25,- 
000 or less, 46 per cent. for $100,000 or less 
and 87 per cent. for $1,000,000 or less. 


UNRRA Donations Are 
Tax Deductible 
Commissioner of Internal Revenue Joseph 
D. Nunan, Jr. declared on April 18, in re- 


sponse to numerous inquiries, that private 
donations to the United Nations Relief and 


Rehabilitation Administration are eligible 
for income tax deductions as charitable con- 
tributions. Mr. Nunan said he has been 
advised by UNRRA that it is authorized to 
supplement with contributions from private 
sources the funds appropriated by the allied 
governments for the world-wide relief activi- 
ties of the organization. 


Federal Tax Refunds Total 
More Than $60 Million 


The Bureau of Internal Revenue an- 
nounced recently that it refunded $60,659,779 
in tax payments of all types, including $38,- 
618,141 in income taxes, during the fiscal 
year ended June 30, the United Press re- 
ports. 

Refunds in the 1942 fiscal year were $73,- 
775,385, of which $30,304,259 represented 
income taxes. For the current fiscal year the 
bureau estimated that refunds would amount 
to $400,000,000 on income taxes, of which 
payment of about $100,000,000 will be com- 
pleted by June 30. 

Meanwhile Representative Bertrand Gear- 
hart (R., Cal.) said he may introduce 
legislation to free the government of the 
obligation of paying interest on overpaid 
taxes. 

Present laws provide that the government 
shall pay 6 per cent. interest to those who 
overpay their taxes and later collect refunds. 





39 BROADWAY 


Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 


Chicago 








“By taking advantage of this loophole,” 
he declared, “it is possible for persons to 
deliberately overpay their taxes and collect 
almost three times the amount he would 
collect from War Bonds.” 


Study of Mining Output, Employment 
and Productivity is Released 


The nation’s mines were in a far better 
position at the time of Pearl Harbor to 
meet the demands of the war effort than in 
1917, according to a report issued recently 
by the National Bureau of Economic Re- 
search. Even before current war production 
got under way, mineral output was nearly 
twice as large as in 1914 and four times as 
large as in 1899. Owing to great advances 
in efficiency the output of minerals in 1939 
was produced by half as many miners as 
were required to produce the same amount 
in 1914, 

The report, three years in preparation, has 
just been issued in book form under the 
title, The Mining Industries, 1899-1939: A 
Study of Output, Employment and Produc- 
tivity. Its authors are Dr. Harold Barger of 
Columbia University and Mr. Sam H. Schurr 
formerly of the National Bureau and now on 
the staff of the Office of Strategic Services, 
Washington, D, C. Funds for financing the 
study were made available by a special grant 
to the National Bureau by The Maurice and 
Laura Falk Foundation of Pittsburgh. 


Plans Textile Exemption 
on Renegotiation 


The bulk of Army textile contracts will be 
so priced by June that the War Department 
expects to exempt such contracts. from re- 
negotiation, Dr. C. T. Murchinson, president 
of the Cotton Textile Institute, Inc:, dis- 
closed recently. The move, Dr. Murchinson 
explained, has been made possible by the 
accumulated buying experiences of Army 
Service Forces and the assembly of adequate 
cost data “which now provide a sure founda- 
tion for satisfactory cost analyses.” 

Relating the outcome of a recent confer- 
ence held by the Army Service Forces with 
industry members, Dr. Murchinson stated 
that the Army was definitely working toward 
adoption of firm price contracts. 

“It is recognized,” he said, “that the vast 
size of the War Department procurement fe- 
quires the maximum standardization of its 
procurement methods, but the War Depart- 
ment will make every effort to adapt its 
procedure to the needs of particular indus- 
tries. In line with this intention is the 
present effort to simplify procurement 
méthods and wherever possible to plan for 
continuity of contracts to avoid the disrup- 
tive effects of frequent loom conversions.’ 

At the meeting, Dr. Murchinson con- 
tinued, Lieut. Gen. Brehon Somervell, Army 
Service Forces, advised that while the indus- 
try would face occasional changes in the 
character of production, such changes would 
have no influence on the total volume which 
it would be asked to produce. The pressure 
for increased volume, he added, would con- 


tinue. 
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NAVY CONTRACTOR 


One writing can handle your 





Report of 
Material Shipped 


It’s sound. It’s simple. And 
it’s sure. It’s the answer 
Mimeograph duplication gives 
you to the new shipping and 
billing procedure recommend- 
ed for all Navy contractors. 
It’s an answer made possible 
by a new Mimeograph prod- 
uct, developed especially for 
the purpose—Mimeograph 
double stencils. With this new 
product, ove writing makes 
two master stencils. And from 
these two master stencils, the 


shipping and billing paper work 


Inspection 
Report 


paper work needed to ship 
and bill merchandise to the 
Navy is produced—the Re- 
ports of Material Shipped, In- 
spection Reports, and Con- 
tractor’s Invoice. 

Obviously, this one simple 
operation is an enormous time- 
saver. But perhaps even more 
important, it provides dead- 
eye accuracy. Proofread your 
master stencil carefully, and 
you are sure that the paper 
work involved in your ship- 
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NEW 
Mimeograph 


Double 
Stencils 


ARE THE 
ANSWER 













Contractor’s 
Invoice 


ping and billing is right be- 
yond doubt. 

In this application, as in all 
Mimeograph applications, 
copy produced is cleanly, 
crisply, permanently legible. 
Find out now how quickly and 
effectively this new system can 
work out in your plant. The 
coupon below is for your con- 
venience. We’ll send you the 
complete story promptly. 


A.B. Dick Company, Chicago. 











\- A. B. Dick Company, Dept. Q-644 I 
5 720 W. Jackson Bivd., Chicago 6 

Send me full details on the new Mimeograph method of 
handling shipping and billing to the Navy. 






Mimeograph 
duplicator 


egistered in the U. S. Patent Office. 





Mimeocrapn is the trade-mark of A. B. Dick Company, Chicago, 
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Is “Rate Case” Process of Setting 
Electric Rates Uneconomic? 


American users of electricity may get better 
value and service, and investors in utilities bet- 
ter protection and returns, if electric rates are 
set by open and frank negotiation between com- 
pany management and regulatory commissions, 
rather than the long and complicated “rate 
case” process. This is one of the central sug- 
gestions of the Power Committee of The Twen- 
tieth Century Fund in the summary report The 
Power Industry and the Public Interest recently 
published. The Committee includes executives 
of utility companies, believers in public owner- 
ship and officials of regulatory bodies. 

Other suggestions discussed by the Commit- 
tee are: that the functions of generating elec- 
tric power and selling it at wholesale ought to 
be separated from distributing power at retail; 
that joint federal-state regulatory bodies be set 
up on a regional basis; and that the Securities 
and Exchange Commission should issue a plain 
statement that in carrying out the “death sen- 
tence” against holding companies it does not 
intend so to act as to destroy or seriously im- 
pair such value as remains to holding company 
investors. 

The Chairman of the Power Committee, 
whith was appointed by the Trustees of the 
Fund to supervise a survey of the power indus- 
try and to draw up a program of action based 
on the factual findings, is J. Henry Scattergood, 
a director of the Philadelphia Transportation 
Company and other companies, and formerly 
member of the Public Service Commission of 
Pennsylvania. The other Committee menjbers 
who signed the report are: James C. Bon- 
bright, Professor of Finance, Columbia Univer- 
sity and Trustee and Chairman, New York 
State Power Authority; Larue Brown, counsel 
to municipalities in rate’cases and to the Massa- 
chusetts Public Service Commission, and for- 
merly Assistant Attorney General of the United 
States; Samuel Ferguson, Chairman and Presi- 
dent of the Hartford Electric Light Company; 
Murray D. Lincoln, Executive Secretary, Ohio 
Farm Bureau Federation, and President, Coop- 
erative League of America; and Paul A. 
Schoellkopf, President, Niagara Falls Power 
Company, and Chairman of the Board, Niagara 
Hudson Power Corporation. 

The original factual investigation was made 


by a research staff of which Dr. Arthur R., 


Burns was director and Walter E. Caine, asso- 
ciate director. The present popular summary 
of the factual findings was written by Edward 
Eyre Hunt, well-known writer on_ scientific 
subjects and author (with Herbert Hoover and 
others) of Waste in Industry; and Recent Eco- 
nomic. Changes in the United States. The 
Power Industry and the Public Interest contains 
both Mr. Hunt’s summary and the full text of 
the Committee’s report. 

The Committee says that “without attempt- 
ing to express a considered judgment upon the 
longstanding controversy as to the relative effi- 
ciency of publicity- and privately-operated util- 
ities, the research report tends at least to show 
that the latter have no such demonstrated mar- 
gin of superiority as to be conclusive.” The 
Committee foresees the continued extension of 
both public and private ownership and says: 


“If, then, the privately-owned utilities, re- 
grouped as may be required, are to continue 
side by side with the governmental projects, 
there must be devised: (1) a workable sys- 
tem of regulation of private effort which will 
insure its continuance by safeguarding the 
public interest, both investing and consum- 
ing, without improperly limiting initiative 
and discretion on the part of responsible 
management; (2) a proper coordination of 
private and direct governmental effort in the 
° 


production’ and distribution of electrical en- 
ergy to the end of an efficient national system. 


In exploring how these objectives might be 
reached, the Committee discusses ‘at some 
length the extensive complications of bringing 
“rate cases” in the courts and attempting to 
settle such matters as “value” and “‘fair re- 
turn.” Largely because of these difficulties the 
Committee finds that ‘in the great majority of 
cases rates are reduced or, it may be, raised as 
a result of informal friendly negotiations be- 
tween the commission representing the con- 
sumers and the company management. 

“The fact that this is the case indicates, 
however, that there is something fundamentally 
wrong with a system in which matters of such 
public moment are handled by private bodies 
in informal, and nearly always secret, confer- 
ence with interested executives. . . . It is very 
strongly suggestive that the principles followed 
in the ‘conference’ method are probably the 
methods that ought to be followed frankly and 
openly in this whole matter of rate regulation 
—or at least that something ought to be sub- 
stituted for what has been done.” 

In suggesting how such conferences might 
be held, the Committee stresses the value of 
“full publicity and opportunity to be heard by 
the consumers: or communities affected... . 
The public has no right to rates which deny to 
investors a reasonable return for the use of 
their capital. . . . But the public has a-right 
to receive service at a price which pays no un- 
due rewards either to management or to cap- 
ital. And it has a right to have its interest pro- 
tected in the simplest, cheapest and most in- 
telligent way that the situation permits.” 

One suggestion offered by the Committee is 
to simplify problems of the operation. and reg- 
ulation of utilities by making a structural di- 





“New Jersey Plan” for 
Power Rates 


An entirely new formula for the fixing 
of electric power rates—one which is. ex- 
pected to have far-reaching effects on util- 
ity rate regulation—has been set up by the 
New Jersey Board of Public Utility Com- 
missioners and the New Jersey Power and | 
Light Company and was expected to be in 
actual operation this Spring. 

Known as the “New Jersey Plan,” the 
formula provides for a simplified method 
of adjusting utility rates and by its opera- 
tion eliminates the necessity of elaborate 
and prolonged formal rate hearings. Public 
hearings on the overall aspects of the plan 
were scheduled to open in late March. 

The objective of the plan is to provide 





a formula which can be applied annually to 
the financial results of New Jersey Power 
and Light's operations in such a way as to 
determine whether earnings above a fair 
return have existed and, where such earn- 
ings were obtained, to provide an effective 
basis for ensuing rate reductions. Rate re- 
ductions which should immediately inure 
to the benefit of the company’s customers 
will be made available promptly under the 
plan. 

With the exception of the so-called 
“Washington Plan,” which has been in 
operation in Washington, D. C., twenty 
years, the development of the New Jersey 
plan marks the first new regulatory utility 
rate-making idea to be introduced in 
twenty-five years, commended the “New 
York Times.” 











vision of the industry. The Committee says 
that ‘in many, perhaps in most, major diyj- 
sions of business activity the functions of pro- 
duction and distribution are separated. In this 
field they are usually combined. The operating 
company generates, transmits and _ distributes 
the energy to the smallest outlet. The reason is 
in part historical, and the fact that the indus. 
try is in such great measure so completely or- 
ganized in this manner obviously makes any 
radical alteration bristle with financial, legal 
and other difficulties which discourage even 
the thought of change. That the combination 
of functions is not inevitable, however, is 
shown by the fact that an increasing number 
of distribution systems, usually municipally- 
owned, are already divorced from the generat- 
ing unit. 

“A notable example is of course that of the 
TVA, but there are many communities which 
buy electricity at wholesale for local distribu- 
tion. The interconnection of great generating 
systems is really another example; for while 
the usual form is an interchange agreement, the 
fact remains that the energy interchanged is 
distributed to the consumer by an organization 
which did not produce it. . . . 

“Such a division of function would greatly 
simplify the problem of regulation. . Let us 
suppose that generation and long-distance 
transmission became, either separately or com- 
bined, the function of one group of units, and 
that from the selected substations another 
group, separated in organization though not 
necessarily in ultimate ownership, took over. It 
is apparent that many, if not most, of the mat- 
ters of purely local concern which are the de- 
sirable province of a local regulatory body are 
now set apart from the great and doubtful fields 
in which the exercise of federal authority is 
indicated as necessary.” 

In further analysis of the regulation of util- 
ities, the Committee says, “the suggestion has 
been made that regulation be organized, as the 
industry itself seems likely to be organized, 
upon a regional basis; and that regulation be 
committed to regional authorities represent- 
ing the state and federal governments, with the 
establishment of an over-all policy-making and 
supervisory body which would be relieved of 
the detail of direct regulation. . . . 

“Without going into the intricate question 
of how far the federal power can be extended 
under the commerce clause to matters, say of 
local distribution, which would seem of pri- 
mary state concern, it is conceivable that the 
regional organization might be a federal organ- 
ization with designation of representatives of 
the state commissions as federal officers—a pro- 
cedure for which precedent seems to be in the 
making in connection with various wartime ac- 
tivities.” 

In commenting how the Securities and Ex- 
change Commission might carry out the “death 
sentence” clause of the holding company act, 
the Committee says, ‘the Commission . . . has 
pointed out in recent decisions . . . that it ‘can 
at the appropriate time give consideration’ to 
an application for the allowance of a second 
year after that prescribed for compliance with a 
divestment order, and even after that ‘can con- 
sider these circumstances’ in determining when 
to go to court to compel compliance with its 
order. 

“It does not seem overcritical to this Com- 
mittee to remark that this is a very cautious 
way of putting it. Apparently, the Commission 
means to imply that it is not its intention so 
to act as to destroy or seriously impair such 
value as remains to holding company investors; 
but, if so, it is hard to see why it does not 
come right out and say so. The Commission 
should no doubt reserve to itself its authority 
to determine upon the facts of each case 
whether conditions do make compliance with a 
divestment order economically unwise; but 4 
straightforward public reassurance of the kind 
implied in the Commission’s recent pronounce: 
ments would, in the opinion of this Committee, 
be of substantial public benefit.” 
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BONDS BUY BOMBS — BUY MORE 


TARGET-Zer0 Hour’ Plue-107 


“Awarded to the men and women 
of Burroughs for outstanding 
broduction of war materials’ 


NORDEN BOMBSIGHTS —Years of experience 
in precision manufacturing are enabling Bur- 
roughs to render an extremely important service 
to the nation by producing and delivering the 
famous Norden bombsight—one of the most 
precise instruments used in modern warfare. 


* * * 


FIGURING AND ACCOUNTING MACHINES are 
also being produced by Burroughs for the Army, 
Navy, U. S. Government, Lend-Lease and those 
business enterprises whose requirements are 
approved by the War Production Board, 


After the briefing it’s scramble into the planes and away. No need 
to wait—all is ready. No time to waste—the schedule is fixed. Planes 
take off with precise timing, to rendezvous at zero hour at a pre- 
arranged point. Then the armada roars on to that target 107 
minutes away. 


The intricate yet smooth-working mechanism of war in the air 
is the brilliant achievement of inexhaustible, detailed preparation: 
assessing damage from prior raids, fitting each raid into the general 
program, assigning specific targets, calculating planes and crews 
available, providing maximum fighter protection, and scheduling 
timetables for hundreds of bombers and fighters. 


There are also the immense projects of maintaining adequate reserves 
of fuel, bombs and supplies, preparing and maintaining vast air- 
fields, training and housing personnel, establishing far-flung weather 
observation posts, and developing new weapons and techniques. 


The scope of the air war is vast. Its aims, accomplishments and limi- 
tations must be interpreted statistically for better understanding and 
accurate planning. Thousands of fast, accurate Burroughs machines 
are providing indispensable figures and statistics. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT 32 


Burroughs 
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FIGURING, ACCOUNTING AND STATISTICAL MACHINES * NATIONWIDE MAINTENANCE SERVICE © BUSINESS MACHINE SUPPLIES 
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INSTITUTE ACTIVITIES | 








Houston Control Names War 
Contract Committee 


A Committee on War Contract Termination 
Policies and Procedures, to keep the members 
of the Houston Control informed as to de- 
velopments on both the local and the national 
scene, was recently appointed. In addition to 
Chairman J. R. Mulvey, Humble Oil & Refin- 
ing Co., the members are: W. Herbert Palmer, 
Houston Shipbuilding Corp.; W. D. Winston, 
Lufkin Foundry & Machine Co. 


Fifth Tri-Control Meeting 
Held. in Syracuse 


The fifth annual Tri-Control Conference, 
sponsored jointly by the Buffalo, Rochester and 
Syracuse Controls of The Controllers Institute 
of America, took place May 25, in the Hotel 
Syracuse. Mr. John A. Williams, assistant 
controller of Niagara Hudson Power Corpora- 
tion, and president of the Syracuse Control, 
presided at the meeting. After Mr. Williams’ 
welcoming speech, which was answered by 
Mr. Howard E. Riordon and Mr. T. M. Mc- 
Dermott, presidents of the Buffalo and Roch- 
ester Controls, respectively, the attending mem- 
bers heard Mr. Arthur R. Tucker, The Insti- 
tute’s managing director, of New York Head- 
quarters, speak on “‘Controllership from the 





the AMERICAN 


Inside.” Mr. John C. Naylor, national pres- 
ident of The Institute, and vice-president and 
controller of Pet Milk Company, St. Louis, 
addressed the conference on ‘The Controllers 
Contribution to Wartime Management.” The 
meeting was preceded by a reception and din- 
ner. 


Boston Control Observes 
Tenth Anniversary 


The Tenth Anniversary Dinner of the Bos- 
ton Control of The Controllers Institute of 
America was held on May 26 at the Hotel 
Lenox in Boston, and featured a program that 
gave full and appropriate recognition to the 
importance and significance of the occasion. 
The Boston Control’s charter was issued June 
25, 1934, in the name of the New England 
Control. This title was changed a few years 
ago following the organization of Controls 
in Springfield, Massachusetts, and other New 
England cities. 

Among the honored guests at the anni- 
versary meeting were the national president of 
The Institute, Mr. John C. Naylor, vice-presi- 
dent and controller of Pet Milk Company, St. 
Louis; and Mr. Arthur R. Tucker, founder 
and managing director of The Institute. 

The first president of the group was Mr. 
Daniel A. Beaton, who served for two years. 
Mr. Beaton is treasurer of The Parker Young 
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Company, Boston. Mr. Edwin E. McConnell, 
controller of Norton Company, Worcester, held 
the presidency during the Control's tenth year, 

Other presidents of the Boston Control have 
been: Harold M. Lawson, Salada Tea Com. 
pany, Inc.; C. Ellis Spencer, Crompton & 
Knowles Loom Works, Worcester; Charles 
W. Tucker, Charles W. Tucker & Company; 
E. Stewart Freeman, Dennison Manufacturing 
Company; Alden C. Brett, Hood Rubber Com. 
pany, Inc.; John S. Learoyd, Jr., Sylvania 
Electric Products, Inc.; and George E. Baskie, 
American Optical Company. 

The Anniversary Program listed 103 mem- 
bers of the Boston Control with two members, 
Mr. Alfred T. Barr and Mr. Gordon A. 
O’Brien, now serving with the armed forces of 
the country. 


Educational Committee 
Holds Two Meetings 


A special meeting of the National Education 
Committee of The Institute was held in St. 
Louis on Sunday evening, April 30, prior to 
the opening of the Midwestern Regional Con- 
ference in that city. A large number of mid- 
western members of the Committee attended 
to discuss the “Progress Report” recently sent 
to the entire committee membership, as well 
as to The Institute’s officers and Board of Di- 
rectors, by Henry C. Perry, chairman of the 
committee. The ‘Progress Report’’ was based 
on the discussions at the New York meeting 
of the National Education Committee on April 
1. A definite program of educational activity 
is being outlined and further word will be re- 
ported at an early date as a result of these re- 
cent meetings of the Committee. 


APPRECIATES PROMPT 
REPORTS OF PROCEEDINGS 


ARTHUR R. TUCKER 
Managing Director: 

The two booklets on “War Contract Termi- 
nation Problems” and “Pension and Profit-Shar- 
ing Plans,” were received by the writer yester- 
day (May 3) and I want to take this oppor- 
tunity to compliment you and your associates 
for getting these booklets out so promptly in 
their present form. 

There is no doubt but that the meeting on 
April 4 in New York City was a very satis- 
factory one, and I regret that I could not have 
attended. The papers presented at that meet- 
ing, in my opinion, are very much to the point, 
and they should prove very satisfactory to other 
controllers and their friends. 

R. D. BuRNET ; 
Secretary and Controller, Zenith 
Radio Corporation, Chicago 





St. Louis Conference Dinner 
Photograph Available 


Copies of the group photograph 
of the Midwestern Contollers’ Con- 
ference Dinner, in St. Louis on 
May 1, are available at $1.00 each. 
Please send remittance with order 
to Mr. E. J. Cunningham, assistant 
comptroller, Monsanto Chemical 
Company, 1724 South Second 
Street, St. Louis, Missouri- 
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Starting with a few Underwood 
Sundstrands, one large grocery chain 
now uses 4,800! 














Tor its batch sheet and transit letter 
Listings, a New York bank has pur- 
chased 150 Underwood Sundstrancs. 














Expense distribution is just one of 

he many uses a large electriccl 

manufacturing company finds for its 
450 Underwood Sundstrands, 





One of the world’s largest motor car 

manufacturers uses 509 Underwood 

“undstrands in its accounting depart- 
ment and in its general offices. 





Preparation of statements and gen- 

eral office work are handled ty a 

meat packer with a battery of 400 
Underwood Sundstrands. 


When TV0WWE 























Figure on an Underwood Sundstrand / 


Faster, easier figuring saves precious 
minutes every hour. 

When you figure on an Underwood 
Sundstrand you’re figuring on a 
machine that pays for itself as you figure. 

Basic principle of the Underwood 
Sundstrand is its simpie method of 10- 
key “touch operation.” With all fi- 
gure keys under the fingertips of one 
hand, operators can quickly attain 
speeds they never thought possible. 

And because their eyes are kept on 


Save the Seconds and You Save the Day— 


Underwood Elliott Fisher Company 


One Park Avenue, New York 16, N. Y. 


Makers of Underwood Typewriters, Accounting Machines, Adding- 


Figuring Machines and Supplies. 


the work sheets and don’t have to help 
the fingers “‘pick and choose” from a 
multiplicity of keys, there is no back- 
and-forth headswing to cause fatigue. 


A call to your Underwood Sundstrand 
representative will bring you, without 
obligation, interesting information on 
this time-saving adding-figuring 
machine. 

Underwood Sundstrand Adding-Figuring 
Machines are available subject to War Produc- 
tion Board authorization. 





Our factory at Bridgeport, 
Connecticut, proudly flies the 
Army-Navy “E,”’ awarded for the, 


production of precision instru- 


ments calling for skill and crafts- 


manship of the highest order.«. + 
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Birmingham Control of The Institute 
Is Now Being Organized 


Formation of a Birmingham Control 
of The Controllers Institute of America 
was considered at a meeting of cor- 
porate controllers and financial officers 
of manufacturing, commercial and fi- 
nancial businesses in that area, held 
Wednesday evening, May 17, in the 
Tutwiler Hotel, beginning at 6:30. Ac- 
tive in the movement are H. Gordon 
Calder, vice-president and treasurer, 
Southern Natural Gas Company; Ray- 
mond Beeny, secretary-treasurer, The 
Alabama Gas Company; and John Pugs- 
ley, comptroller, Tennessee Coal, Iron 
and Railroad Company. The national 
headquarters of The Institute was rep- 
resented at the meeting by Paul Haase, 
assistant secretary of the organization 
and managing editor of ‘The Control- 
ler.” 


FULLY AUTOMATIC CALCULATOR 


A Committee on Organization, ap- 
pointed by Mr. Calder, who served as 
chairman of the May 17 meeting, is 
headed by Mr. Beeny and expects, on 
the basis of further contacts with pro- 
spective members in the Birmingham 
area, to hold a formal meeting of the 
Control during June. Mr. Beeny was 
one of the organizers of the San Fran- 
cisco Control in 1934, while engaged in 
business in that city. 

Those present at the organization 
meeting, all of whom indicated their 
interest in joining a Birmingham Con- 
trol of The Institute, included, besides 
Messrs. Calder, Beeny and Pugsley, the 
following applicants for membership: 

James H. Burnum, First National 
Bank; J. B. Pollard, Ingalls Iron Works 
Company; R. D. Barry, Peoples Water 


z 





Guaranteed Performance 
assures 
Accurate Figures in a Murry 


FRIDEN AUTOMATIC CALCULATORS are AVAIL- 
ABLE when deliveries have been approved by the 
War Production Board. Telephone or write your local 
FRIDEN Representative for complete information. 


FRIDEN CALCULATING MACHINE CoO., INC 


Sze ECUTIVE 
SAN 


OFFICES AND 
LEANDRO, CALIFORNIA, U.S.A. 





PLANT 


and Gas Company; Charles G. Her. 
ren, Alabama Water Service Company; 
H. E. Jackson, Southern Natural Gas 
Company; and A. F. Mullins, Jr., Avon. 
dale Mills of Sylacauga, Alabama. 


PERSONAL NOTES 


Mr. E. Chester Peet has been named vice. 
president and treasurer of Shell Oil Company, 
succeeding Mr. John W. Watson, who has 
been treasurer of Shell Oil Company and who 
has become assistant treasurer of Shell Union 
Oil Corporation, of which Mr. Stanley W. 
Duhig, a national director of Controllers In- 
stitute of America, is vice-president and treas- 
urer. Succeeding Mr. Peet as assistant treas- 
urer of Shell Oil Company is Mr. William 
H. Garbade. Mr. Peet, who has been a member 
of The Controllers Institute since August, 
1937, represents The Institute on the Ad- 
visory Committee on Government Question- 
naires, of which he is vice-chairman. Mr. Wat- 
son is likewise a member of The Institute, 
holding certificate number 1840, by virtue of 
election in March, 1941. 


One of the speakers at the Annual Meeting 
of the Credit Management Division of the Na- 
tional Retail Dry Goods Association, which 
was held in Louisville in April, was Mr. Jay 
Iglauer, a member of the Cleveland Control 
of The Controllers Institute of America. Mr. 
Iglauer, who is First Vice-President, Treasurer 
and Controller of The Halle Bros. Company, 
discussed workings of the instalment selling 
regulations of the Federal Reserve Board. 


Mr. Lewis D. Parmelee, Executive Vice- 
President of Atlantic Gulf & West Indies 
Steamship Lines, New York City, was elected 
a director of the company at the annual stock- 
holders’ meeting in Portsmouth, New Hamp- 
shire, on April 25. Mr. Parmelee, holder of 
Certificate Number 705, has been a member 
of The Controllers Institute of America since 
May, 1936, and at present is a member of the 
Advisory Council of The Institute. 

Mr. Ogden Ashley was appointed to the po- 
sition of controller of Cleveland Pneumatic 
Tool Company, on March 22, 1944. A mem- 
ber of The Controllers Institute of America 
since November, 1937, Mr. Ashley had pre- 
viously served as assistant controller. 

Mr. P. H. Littlefield, treasurer of Canada 
Dry Ginger Ale, Inc., of New York, who is 
a member of The Controllers Institute of 
America, has been named a member and vice- 
chairman of a committee of 32 manufacturers 
appointed by President Robert M. Gaylord of 
the National Association of Manufacturers. 
The committee has been formed for the pur- 
pose of examining the administration of tax 
laws to determine whether taxpayers are being 
treated fairly and in accord with the intent of 
Congress. 

Mr. A. J. C. Beacroft, formerly controller of 
Whitney Chain & Mfg. Company, Hartford, 
Connecticut, is now a member of the staff of 
National Can Company in New York City. 
Holder of certificate number 2247, Mr. Bea- 
croft has been a member of The Institute since 
August, 1942. 

Mr. Hamilton Shea, former secretary-treas- 
urer of Tel. Autograph Corporation in New 
York City, has been controller of Emerson 
Drug Company of Baltimore, Maryland, since 
February of this year. Mr. Shea joined The 
Controllers Institute in December, 1942. 

Formerly vice-president of The Gray Man- 
ufacturing Company in Hartford, Connecticut, 
Mr. Cleemann Withers is now with Ranger 
Aircraft Engines, Division of Fairchild Engine 
& Airplane Corp., in Farmingdale, New York. 
Mr. Withers holds certificate number 1067, 
having been a member of The Institute since 
November, 1937. 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
VISIT OF PRESIDENT NAYLOR 


Mr. John C. Naylor, national president of 
The Institute, and vice-president and control- 
ler of Pet Milk Company, St. Louis, was a 
guest at the meeting of the Western Michigan 
Control, held on May 9. 


TWIN CITIES 
ROUND TABLE DISCUSSION 


The Twin Cities Control held its May 2 
meeting at the Minneapolis Athletic Club, 
where the members joined in a round table 
discussion of subjects pertinent to their in- 
terests. Afterward, the group adjourned to 
the studios of the Minnesota Amusement 
Company, where they were entertained with 
a motion picture, shown through the cour- 
tesy of Mr. Charles W. Perrine. 


SEATTLE 
Topic: FINANCE 
The Seattle Control of The Institute heard 
two well-qualified speakers on financial sub- 
jects, at its May 25 meeting, held at the Wash- 
ington Athletic Club. Mr. K. Winslow, execu- 
tive vice-president of the Seattle Trust and 
Savings Bank, spoke on “Investment of Cor- 
porate Reserves” and Mr. F. E. Jerome, vice- 
president of the Seattle-First National Bank, 
presented a paper on ‘Wartime Financing,” 
as it relates particularly to “V” and “VT” 
loans. 


ST. LOUIS 
Topic: POSTWAR PLANNING 


Dr. Harry J. O’Neill, professor of finance 
at St. Louis University, gave an address on 
“A Sound Fiscal Policy for the Postwar Pe- 
riod,” at the regular monthly dinner meeting 
of the St. Louis Control of The Institute, 
a on May 22, in the Missouri Athletic 
Club. 


ROCHESTER 
Topic: SOUTH AMERICA 
Mr. William Delgado, export manager of 
Defender Photo Supply Company, led a dis- 
cussion on “South America—Today and To- 
morrow,” at the regular dinner meeting of 
the Rochester Control, held at the Rochester 
Club on April 26. Mr. Delgado has lived 
in South America for thirteen years and had 
much that was interesting, concerning polit- 
ical and commercial activities there, to im- 
part to those attending the meeting. 


QUAD.-CITIES 
Topic: CURRENT PROBLEMS 
The regular monthly meeting of the Quad- 
Cities Control of The Institute took place on 
May 4, at the Blackhawk Hotel in Daven- 
port. President Stuart B. Miller and other 
members who attended the Midwestern Con- 
trollers Conference in St. Louis gave a re- 
port of the sessions, and a general discussion 
of current problems of controllership fol- 
lowed. 


PORTLAND 


CLOSING MEETING 


The Portland Control of The Institute held 
its final meeting of the 1943-44 period on May 
19, at the New Heathman Hotel. Meetings 


of this Control will be resumed again in Sep- 
tember. 


PITTSBURGH 

Topic: WAR CONTRACT AND TAX 

SYMPOSIUM 

Several speakers participated in a sym- 
posium, which took place at the May 22 
meeting of the Pittsburgh Control, held in 
the Fort Pitt Hotel. Mr. Dundas Peacock, 
controller of Elliott Company, Jeannette, 
Pennsylvania, who is chairman of The In- 
stitute’s Committee on War Contract Termi- 
nation Policies and Procedures, gave a pres- 
entation on “Contract Termination.” Mr. 








Seattle Control to Meet 
Throughout Summer 


At the recommendation of the Board 
of Directors, the members of the Se- | 
attle Control of The Institute voted at | 
their April 27 meeting to continue the 
monthly meetings throughout the sum- 
mer. It was also announced by Pres- 
ident Raymond J. Huff that the annual 
meeting for the election of officers will 
be held in June. 











R. M. Griffiths of Price, Waterhouse & Com- 
pany had for his subject ‘Profits Renego- 
tiation,” and Mr. Hale Hill, manager of 
the tax department of the Jones & Laughlin 
Steel Corporation, discussed “The Federal 
Income Tax of 1943 and Anticipated Amend- 
ments.” 


PHILADELPHIA 
Topic: POSTWAR TAXATION 


Dr. Harley L. Lutz, professor of public 
finance, Princeton University, and consultant 
to the Tax Foundation in New York City, 
presented a paper on “Economic Aspects of 
Taxation in the Postwar Period,” at the reg- 
ular dinner meeting of the Philadelphia Con- 
trol, held May 4, in the Warwick Hotel. The 
author of several well-known books on eco- 
nomics, Dr. Lutz also writes a syndicated 
news column that is published in 2,500 news- 
papers and magazines in the country. 


NEW YORK 
ANNUAL MEETING 


Harry C. Gretz, assistant controller of the 
American Telephone and Telegraph Company, 
was elected president of the New York City 
Control of the Controllets Institute of America, 
at the annual meeting on May 24 in the Hotel 
New Yorker. Mr. Gretz succeeds Vincent C. 
Ross, treasurer of Prentice-Hall, Inc. Myron 
J. Boedeker, comptroller of the Johns-Manville 
Corporation, and G. T. Zignone, controller of 
Macfadden Publications, were chosen vice- 
presidents. L. W. Jaeger, controller of Clark- 
Babbitt Industries, Inc., was renamed treasurer, 
and H. George Hinck, controller of the Wal- 
lerstein Company, Inc., was elected secretary. 

A favorable long-term look was forecast by 
the speaker at the business session which fol- 
lowed the election, A. W. Zelomek, president 
of the International Statistical Bureau and 
economist of the Fairchild Publications. “For 
three to five years after the reconversion pe- 
riod,” he said, “industrial activity may average 
as much as 80 per cent. above the pre-war 
level, or about 25 per cent. below the wartime 


peak. Even with living costs at current levels 
this would imply income payments of around 
$110 billion. Total retail sales will reach new 
highs when autos, furniture and home furnish. 
ings become freely available.” 

Eleven new directors were elected at the 
meeting: Arthur L. Boschen, controller of the 
Vick Chemical Company; R. C. Casselberry, 
controller of General Aniline & Film Corpora- 
tion; F. Warren Cooper, chief accountant of 
the Public Service Electric & Gas Company, 
Newark; Nicholas P. Dussinger, controller of 
the General Baking Company; Lester W. Field, 
controller of the Willcox & Gibbs Sewing Ma- 
chine Company; Theodore F. Gloisten, con- 
troller of the American Home Magazine Cor- 
poration; Howard L. Goodenough, assistant 
comptroller of the American Smelting & Re- 
fining Company; John D. Grayson, treasurer of 
the Hazeltine Electronics Corporation; Nelson 
T. Hampson, comptroller of the Lowe Paper 
Company, Ridgefield, N. J.; Robert L. Mac- 
Kenzie, assistant auditor of E. R. Squibb & 
Sons, Brooklyn, and William Widmayer, comp- 
— of the Guaranty Trust Company of New 

ork. 


MILWAUKEE 
Topic: BUDGETING 


The members of the Milwaukee Control met 
at the University Club, on May 9, to hear an 
address by Mr. S. R. Shave, director of the 
Budget Division, Westinghouse Electric & 
Manufacturing Company, on “Budgeting Under 
War and Reconversion Conditions.” Mr. Shave 
has been head of the Budget Department of 
his company since 1935, and his message, 
based on many years of practical experience on 
budgeting, was both helpful and instructive. 
The address was followed by a business meet- 
ing at which officers and directors for the en- 
suing year were elected. The following were 
chosen: 

President, Mr. A. F. North, Allen-Bradley 
Company; Vice-President, Mr. Clarence H. 
Lichtfeldt, First Wisconsin National Bank; 
Secretary-Treasurer, Mr. Raymond L. Bischoff, 
Kearney & Trecker Corporation; Directors, Mr. 
Alfred F. Kessler, Chain Belt Company; Mr. 
Lester La Porte, Wisconsin Electric Power 
Company; Mr. William S. Pierick, Line Ma- 
terial Company; Mr. N. A. McGrath, Bucy- 
rus-Erie Company. 


LOUISVILLE 
Topic: HISTORY OF INSURANCE 
“The History of Insurance—Changes and 
Ramifications During the Past Thirty Years,” 
was the subject of the address by Mr. Adolph 
Reutlinger, of the Liberty Fire Insurance Com- 
pany of Louisville, at the April 26 meeting of 
the Louisville Control, held in the Pendennis 
Club. 


LOS ANGELES 

Topic: POSTWAR AIR TRANSPORTA- 

TION 

Mr. J. Judson Taylor, assistant treasurer and 
secretary of Western Air Lines, Inc., addressed 
the Los Angeles Control of The Institute at 
its meeting of May 11, held in the Hotel Clark. 
Mr. Taylor had for his subject “Air Transpor- 
tation in the Postwar Economy.” In addition, 
at this meeting, Mr. Rodney S. Durkee, past 
national president of The Institute, reviewe 
the proceedings of the Fourth War Conference 
held recently in New York. 
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LOCK BOOSTER —a 
single booster lever 


STEEL HINGE—at \ 

points of greatest . 
wear. FIBRE BACK — 
will not scuff or chip. 


opens and closes rings 
— and locks them. 








STEEL HINGE RING BOOKS 
are again available! 


The easing of restrictions on steel for parts and mecha- 
nisms has made it possible for us to resume production on 
the popular 4800” line. 

FLEXIBLE IMITATION LEATHER COVERS ONLY 
* 


Today’s postwar planning demands live facts. Facts and records kept 
on punched sheets, filed in a handy National Steel Hinge Ring Book, 
provide live data at your finger tips. 





If your stationer doesn’t have National Steel Hinge Ring Books imme- 
diately available, he will have them soon or can get them for you. 
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MEETINGS OF CONTROLS 





KANSAS CITY 
PLANT VISIT 
A plant visit to North American Aviation, 
Inc., in Kansas City, was made by the mem- 
bers of the Kansas City Control of The In- 
stitute on May 8. Dinner was served in the 
cafeteria, and was followed by a tour of the 
plant and a discussion period, during which 
Mr. F. N. Nelson, of North American, gave 
a brief talk on various aspects of operating 
under a “‘cost-plus-fixed-fee” contract. 


INDIANAPOLIS 
Topic: EMPLOYMENT SECURITY 
Colonel Everett L. Gardner, Director of 
the Indiana Employment Security Division, 
was guest speaker at the April 26 meeting of 
the Indianapolis Control, held in the Lin- 
coln Hotel. Colonel Gardner had for his 
subject, “New Developments in Employment 
Security in Indiana.” 


HOUSTON 
Topic: GOVERNMENT PROCEDURES 


The members of the Houston Control jour- 
neyed to Lufkin on May 20 for a combined 
business meeting and party, sponsored by the 
Lufkin membership, at the Angelina Hotel. 
The speaker was Mr. Byron Mitchell, regional 
manager, Bureau of the Budget, who pre- 
sented a paper on ‘Simplification of Govern- 
ment Procedures Affecting Business.” 
the meeting, members and guests adjourned to 
the Pine Island Fishing Club for the annual 


spring party. 


HARTFORD and SPRINGFIELD 
Topic: FEDERAL TAXATION 
A joint meeting of the Hartford and 
Springfield Controls was held on May 8, in 
Springfield. ‘The Federal Tax Outlook for 


After: 


the Future,’ was the topic chosen by Mr. 
Maxwell E. MacDowell, head of the tax 
department of Standard Oil Company of 
New Jersey, who was speaker of the evening. 
Present, also, were several Worcester mem- 
bers of the Boston Control. 


DISTRICT OF COLUMBIA 
Topic: AMERICA AND THE WAR 


The members of the District of Columbia 
were privileged, at their May 23 meeting, 
to have as their guest speaker, Mr. Con- 
stantine Brown, columnist and foreign news 
correspondent, who had for his subject 
“America and the War.” Mr. Brown is rec- 
ognized as one of the outstanding author- 
ities on international affairs in Washington. 
The meeting was held in the Carlton Hotel. 


DETROIT 
Topic: LEND-LEASE 
The Detroit Control was fortunate in se- 
curing the Honorable Cyril H. Cane, British 
Consul General at Detroit, as speaker for its 
regular dinner meeting held in the Hotel 
Statler on April 25. Mr. Cane discussed 
“Lend-Lease and Reverse Lend-Lease,’ and 
was accompanied by his new Vice-Consul, 
Mr. Allen Price, who has served in China, 
The Dominican Republic and the Faroe Is- 
lands. 


DAYTON 
Topic: PENSION PLANS 
Mr. Sid Marean, Pension Coordinator and 
authority on pension plans, of Cincinnati, 
was guest speaker at the monthly dinner 
meeting of the Dayton Control of The In- 


stitute, held at the Van Cleve Hotel, on 
May 11. Mr. Marean presented a talk on 
“Pension Plans and Pension Trusts,’ ex- 


plaining the tax savings and advantages of 
pension plans to business. 
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| Have You Pension Plan or Contract Termination Problems ? 


Controllers and financial officers everywhere are faced with questions de- 
manding prompt and accurate answers in connection with these two down-to- 


To aid in solving them; The Institute has just published two special book- 


| “PENSION AND PROFIT-SHARING PLANS” 
| “WAR CONTRACT TERMINATION PROBLEMS” 


Included in their contents are papers by outstanding business, legal and gov- 
ernmental authorities, devoted to the “HOW” of handling these develop- | 


Copies of the two booklets are now available at 50 cents each. Please send 


| Paper restrictions limit the number of copies—please order early. 


CONTROLLERS INSTITUTE OF AMERICA 
One East Forty-Second Street 





New York 17, N. Y. 





DALLAS 
Topic: PENSION TRUSTS 
The Dallas Control of The Institute, at its 
April 20 meeting, in the Melrose Hotel, had 
for its subject “Pension Trusts and Their 
Establishment.” This discussion was con- 
ducted by Ed. C. Hands, vice president of 
the Control, and controller of Ben E. Keith 
Company, of Fort Worth, and much enlight- 
ening information was imparted to those 
members who attended. 


CLEVELAND 
Topic: CONTRACT TERMINATION 
An “Executives’ Night’ was observed by 
the members of the Cleveland Control on 
the occasion of their May 9 meeting, held 
at the Hotel Cleveland. The guests, execu- 
tives of companies represented by member- 
ship in the Cleveland Control, heard Lieu- 
tenant Colonel H. C. Rose, Secretary of the 
Joint Contract Termination Board, of the 
Baruch-Hancock Committee on War and 
Postwar Adjustment Policies, speak on “'Con- 
tract Termination.” 


CHICAGO 
Topic: PERSONNEL 


Mr. William R. Spriegel, chairman of the 
Department of Industrial Management at 
Northwestern University, Evanston, Illinois, 
addressed the Chicago Control of The Insti- 
tute on the subject of “Postwar Personnel 
Problems.” This meeting, held in the Union 
League Club on May 31, was also devoted to 
the election of officers and directors of the con- 
trol for the year 1944-5. The following names 
were presented by the Nominating Committee: 

President, A. D. Grote, Illinois Bell Tele- 
phone; Vice-President, Raymond A. Pascoe, 
Whiting Corporation; Secretary, William D. 
Edwards, A. B. Dick Company; Treasurer, 
Glenn Moore, Automatic Canteen Company of 
America; Directors, Robert P. Alexander, Pure 
Milk Association; John R. Bartizal, Esquire, 
Inc.; Thomas Carley, Reliance Manufacturing 
Co.; Robert D. Campbell, Horder’s, Inc.; Wal- 
ter H. Eckhardt, Household Finance Corp.; 
Thomas H. Gillespie, Lumbermens Mutual 
Casualty Co.; Charles C. Looney, Harris Trust 
and Savings Bank; Wilfred Reetz, Stewart- 
Warner Corporation; Fred P. Slivon, Libby, 
McNeill and Libby; Carl A. Samuelson, John 
Sexton & Co.; Earl G. Ward, Montgomery 
Ward & Co.; George B. Whitfield, Quaker 
Oats Company. 


CHATTANOOGA 
Topic: CURRENT PROBLEMS 


An open forum on present day problems 
confronting controllers proved of great in- 
terest to the members of the Chattanooga 
Control, at their May 15 meeting held in the 
Read House. Each member was asked to 
bring up one or more questions he wished 
discussed, and Mr. Dewey Hixson, secretary 
and controller of Chattanooga Bakery, Inc, 
acted as chairman of the question and an- 
swer period, 


BUFFALO 
Topic: FINANCIAL REPORT 
The regular meeting of the Buffalo Con- 
trol was held at the Buffalo Athletic Club 
on May 2, and had for its speaker, Mr. CB. 
Masters, controller of National Gypsum 
Company. Mr. Masters discussed “Financial 


Reports to Management,” explaining the 
method used by his company. 
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SO MUCH 


FOR 


SO LEPPLE 


PAPERS made from 100% 
new, white cotton cuttings 
save critical war materials. 
Yet the finest L. L. Brown 
bond*, instead of ordinary 
papers, adds only 2% to let- 
ter costs. But it makes your 
correspondence 100% in 
character, prestige, impres- 
siveness. Ask your printer 
for samples of the following: 


LELBROWA 


BOND PAPERS 


* ADVANCE BOND 
100% New White Linen & Cotton Fibres 


*L. L. BROWN’S LINEN 
100% New White Linen & Cotton Fibres 


FORWARD BOND 
100% New Cotton Fibres 


GREYLOCK BOND 
75% New Cotton Fibres 


ESCORT BOND 
50% New Cotton Fibres 


* Permanent Papers 


L. L. BROWN PAPER CO. 
ADAMS, MASS. 


The Controller, June, 1944 








NEW MEMBERS ELECTED 





New Members Elected 


At a meeting of the National Board of Di- 
rectors held April 30, 1944, the applicants 
named below were elected to active member- 
ship in The Institute: 


WILLIAM C. ARMSTRONG 
Rockbestos Products 
Haven, Connecticut. 

C. A. BROWN 
Standard Oil Company S. A. Argentina, 
Buenos Aires, Argentina. 

CLypDE R. DEAN 
Electric Steel Foundry Company, Portland, 
Oregon. 

RUSSELL R. FEY 
Chemical Products Corporation, Cincinnati. 

Ceci, F. HANSEN 
Encyclopaedia Britannica, Inc., Chicago. 

CHARLES E. KLEY 
Atlantic Elevator Company, Philadelphia. 

EpwArD J. MURPHY 
The Kennedy Valve Manufacturing Company, 
Elmira, New York 

EINAR B. OyAAs 
Curtis Companies, Inc., Clinton, Iowa. 

HAROLD C. PILLMAN 
Republic Aviation Corporation, Indiana Di 


vision, Evansville, Indiana. 


Corporation, New 


HAROLD B. SIXBURY 
Federal Bake Shops, Inc., Davenport, Iowa. 
ROBERT L. STORMES 
Oswego Falls Corporation, Fulton, New 
York. 
. D. TRIMMELL 
Bechtel-McCone-Parsons Corporation, Los 
Angeles. 
:. S. WORTHINGTON 
Wofford Oil Company of Georgia, Atlanta, 


Georgia. 





Election of the 13 new 

| members named brings 

the total membership of 
The Institute to 


2,341 














BRIDGEPORT 
Topic: PREPARING FOR PEACE 
For guest speaker at its May 3 meeting, 
the Bridgeport Control had Mr. R. M. Bin- 
kerd, vice-president of Prentice-Hall, Inc., 
New York, who gave an interesting presen- 
tation on the subject “Are You Prepared for 
Peace?”” The meeting, following dinner, 
was held in the University Club. 


BOSTON 
Topic: CONTROLLERSHIP 
Mr. Henry C. Perry, treasurer of The Hey- 
wood-Wakefield Company of Gardner, Mas- 
sachusetts, and past president of The Insti- 
tute, spoke on “Controllership Today and 
Tomorrow,” at the monthly dinner meeting 
of the Boston Control, held in the Hotel 
Lenox on May 2. Mr. Perry, associated with 
the Boston Control since its inception, has 
always taken an active interest in its affairs. 


BALTIMORE 
Topic: PROPERTY ACCOUNTING 
The Baltimore Control of The Institute 
was host to the members of the District of 
Columbia Control, at a joint meeting held 
in the Lord Baltimore Hotel, on May 10. 
Mr. A. B. Hossack, executive vice-president 
of the American Appraisal Company, New 
York, discussed ‘War and Postwar Property 
Accounting,” bringing to his subject wide- 
range experience, his activities for many 
years having been closely associated with 
the subject of depreciation and amortization. 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH ST. 
PHILADELPHIA NEW YORK 


PITTSBURGH 





ATLANTA 
Cricaco 
DETROIT 








ATLANTA 
ELECTION OF OFFICERS 

The newly organized Atlanta Control of 
The Institute met on April 26, at the Atlanta 
Athletic Club, to choose officers and directors, 
and complete other details of arrangements 
for the organization and operation of the 
Control. 

Following the reading of special messages 
from National President John C. Naylor and 
The Institute's Managing Director, Arthur R. 
Tucker, the charter of the new Control was 
unanimously accepted after it was read by 
Mr. Herman W. Boozer, General Auditor of 
Georgia Power Company. 

The following men were elected unani- 
mously as officers and directors, to serve until 
July 1, 1944: 

President, R. R. Pattillo, Retail Credit Com- 
pany, Inc.; Vice-President, J. J. Doran, Davi- 
son-Paxon Company; Secretary-Treasurer, F. C. 
Hill, Southern Wood Preserving Company; 
Directors, Russell Baker, Atlanta Laundries, 
Inc.; H. W. Boozer, Georgia Power Company; 
C. A. Little, Scripto Manufacturing Company; 
Gilbert Maloney, Bell Aircraft Corporation. 

After a short talk, the new President ap- 
pointed the following standing committees to 
serve until July 1, 1944: 

Program, N. R. Velleman, Davison-Paxon 
Company; Admissions and Membership, Ray- 
mond A. Spitler, Piedmont Hotel Company; 
Rowland Bryce, Georgia Marble Company, 
Tate; E. S. Worthington, Wofford Oil Com- 
pany; Publicity, L. H. Van Riper, National 
Manufacture and Stores Corporation. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 














